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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required 
to enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 
the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for 

the allocation and management of public funds. 
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Departmental Performance Reports 2006—2007 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2006-2007 
Estimates available at http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp). These principles 
are the conceptual foundation upon which the reports are prepared and they are consistent with 
current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans and expected 
results. It focuses on results by reporting not only the activities and outputs achieved, but also the 
progress made towards achieving outcomes - the enduring benefits for Canadians and Canadian 
society. It sets performance in context, associates performance with plans and expected results 
(explaining any changes), and discusses the key risks and challenges that affected organizational 
performance. An effective performance report has strong linkages between resources and results 
to show what was achieved through the sound stewardship of public funds. It also reports on 
results realised in partnership with other governmental and non-governmental organisations. 
Finally, the report is credible because it uses objective, evidenced-based information to 
substantiate the performance reported. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2006-07, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs); Canada’s Performance 2006-07 serves as a guide to the 90 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the relevant Departmental Performance Reports, which contain 
additional information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: _ 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario KIA ORS 
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Section I: Overview 
President’s Message 


It is with pleasure that I present the Treasury Board of Canada 
Secretariat’s Departmental Performance Report for 2006-07. This 
document summarizes the achievements of the Secretariat in meeting the 
objectives outlined in the 2006-07 Report on Plans and Priorities. 


On April 11, 2006, Canada’s New Government delivered on its number 
one priority by introducing the Federal Accountability Act. This 
landmark piece of legislation, which received Royal Assent on 
December 12, 2006, sets a new and higher standard for accountability in 
government. 


The government has also put a premium on effective expenditure management and is focussed 
on results-based management and ensuring that Canadians receive value for their tax dollars 
through vigorous program review. The Secretariat, working with departments and its central 
agency and portfolio partners, has a clear role to play supporting the government’s efforts to 
deliver on these priorities. 


To further these efforts, the Secretariat established three key priorities for 2006—07: to enhance 
governance, accountability, and management practices; to strengthen results-based expenditure 
management; and to improve internal management. The Secretariat has made significant 
progress in these areas by: 


> streamlining and renewing the Treasury Board suite of policies, including three key reviews 
of policy areas required to support the implementation of the government’s Action Plan on 
Accountability; 

> completing departmental management assessments using the Management Accountability 
Framework; 

> leading the renewal of the government’s expenditure management system; and 


> launching a five-step implementation plan in support of the Management, Resources, and 
Results Structure Policy to determine a complete inventory of government programs. 
Finally, we continue to enhance our processes for reporting to Parliament to ensure that 
parliamentarians and Canadians have the information they need to make well-informed 
decisions, as well as to support the Treasury Board’s role in the expenditure management cycle. 
Overall, the Secretariat is moving forward to ensure that government is well managed and 


accountable, and that resources are allocated to achieve results. 


Treasury Board of Canada Secretariat 


As we continue to make progress in these and other areas, I would like to take this opportunity to 
recognize the efforts of the men and women of the Secretariat, and thank them for their 
continued support, dedication, and hard work. 


The Honourable Vic Toews, P.C., Q.C., M.P. 
President of the Treasury Board | 
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Management Representation Statement 


I submit for tabling in Parliament the 2006-07 Departmental Performance Report for the 
Treasury Board of Canada Secretariat. 


This document has been prepared based on the reporting principles contained in the Guide to the 
Preparation of Part III of the 2006—2007 Estimates: Reports on Plans and Priorities and 
Departmental Performance Reports. 


> 


It adheres to the specific reporting requirements outlined in the Treasury Board of Canada 
Secretariat guidance. 


It is based on the department’s Strategic Outcomes and Program Activity Architecture that 
were approved by the Treasury Board. 


It presents consistent, comprehensive, balanced, and reliable information. 


It provides a basis of accountability for the results achieved with the resources and authorities 
entrusted to it. 

It reports finances based on approved numbers from the Estimates and the Public Accounts of 
Canada. 


Looe ae 


Wayne G. Wouters 
Secretary of the Treasury Board 


Treasury Board of Canada Secretariat 


Summary Information 


Raison d’étre: The raison d’étre of the Treasury Board of Canada Secretariat (the Secretariat) is 
to ensure that the government is well managed and accountable, and that resources are allocated 
to achieve results. The functions performed by the Secretariat have a direct impact on 
governance, accountability, and the quality of public-sector management, as well as an indirect 
impact on the efficiency and effectiveness with which the government’s programs and services 


are delivered. 


Departmental Mandate 

The Secretariat supports the Treasury Board by providing advice to Treasury Board ministers on 
the management and administration of government; by overseeing government management 
performance, and expenditure and financial management; and by managing compensation, 
pensions, benefits, terms and conditions of employment, and labour relations. The Secretariat 
also supports the Treasury Board by providing advice on Governor-in-Council submissions and 
on federal regulatory policy. 


The Treasury Board 


The Treasury Board is a Cabinet committee of the Queen’s Privy Council for Canada. It was 
established in 1867 and given statutory powers in 1869. 


As the general manager of the public service, the Treasury Board has three main roles: 


> It acts as the government’s management board by promoting improved management 
performance and developing policies and priorities to support the prudent and effective 
management of the government’s assets, human, financial, information, and technology 
resources, as well as the management and oversight of the government’s regulatory function. 


» Itacts as the government’s budget office by examining and approving the proposed spending 
plans of government departments and reviews the development of approved programs. 


» It acts as the employer of the core public administration and is responsible for human 
resources management in the federal public administration, including the determination of 
terms and conditions of employment and the management of compensation. | 


The Treasury Board’s powers and responsibilities are set out in various pieces of legislation, 
regulations, orders in council, policies, guidelines, and practices. While the primary statute 
setting out the legislative authorities of the Treasury Board is the Financial Administration Act, 
there are over 20 other contributing statutes. 
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The Treasury Board has a number of instruments at its disposal to fulfil its responsibilities. It 
establishes and oversees a suite of management policies that set the performance expectations of 
the government. The Treasury Board also sets standards for a range of reports to Parliament, 
determines the compensation for the core public administration, Canadian Forces, and Royal 
Canadian Mounted Police; approves terms and conditions of employment; and manages the 
various pension and benefit plans provided for public service employees. In addition, the 
Treasury Board serves as the Committee of the Queen’s Privy Council for the purposes of 
scrutinizing and approving Governor-in-Council submissions for regulations and most orders in 
Council. 


The Treasury Board Portfolio 


A number of organizations form the Treasury Board Portfolio: 


» The Treasury Board of Canada Secretariat supports the Treasury Board by providing 
advice to Treasury Board ministers on the management and administration of government; by 
overseeing government management performance, and expenditure and financial 
management; by managing compensation, pensions, benefits, terms and conditions of 
employment, and labour relations; and by fulfilling the responsibilities of a central 
government agency. The Secretariat also supports the Treasury Board by providing advice on 
Governor-in-Council submissions and on federal regulatory policy. 


>» The Canada Public Service Agency (formerly the Public Service Human Resources 
Management Agency of Canada) supports the Treasury Board by bringing together most 
human resources management functions, including human resources planning and 
accountability, the implementation and management of the Public Service Modernization Act, 
the management and reform of the classification system for the public service, the 
development and implementation of employment policies, leadership, values and ethics, 
employment equity and diversity, and official languages. 


>» The Canada School of Public Service ensures that public service employees have access to 
the common learning tools they need to serve Canadians effectively. 


For more information on the Canada Public Service Agency and the Canada School of Public 
Service, please consult their 2006-07 departmental performance reports. 


The Secretariat 

The mission of the Secretariat is to ensure that government is well managed and accountable, and 
that resources are allocated to achieve results. In fulfilling this mission, the Secretariat plays 
three key central agency roles in relation to the various government departments, agencies, and 


Crown corporations: 


Treasury Board of Canada Secretariat 


> an oversight role, which includes setting policies and standards, and monitoring and reporting 
on overall management and budgetary performance within government, . 
> an enabling role to help departments and agencies improve management performance across 


government; and 


> a leadership role, by leading on key initiatives advancing an integrated management agenda. 


As described in its Program Activity Architecture (PAA), the two primary activities of the 
Secretariat are:! 


>» Management policy development and oversight. Through this activity, the Secretariat 
provides support to the Treasury Board in its role as the management board of government 
and promotes good management practices across government. This includes its role as 
employer of the federal core public administration and manager of human resources in the 
federal public service. 


The Secretariat supports its management board role by: 


— developing polices, directives, and standards to guide good management across 
government; 


— monitoring compliance and developing tools to measure and report on management 
performance; and 


— providing advice and support to functional communities. 


To achieve its objectives under this program activity, the Secretariat also works closely with its 
portfolio partners, the Canada Public Service Agency and the Canada School of Public Service. 


>» Expenditure management and financial oversight. Through this activity, the Secretariat 


exercises its role as the budget office and undertakes the following key functions in support of 
this role: 


— providing advice to ministers with respect to resource allocation and reallocation, and the 
provision of expenditure authorities; 


— undertaking government-wide expenditure and performance analysis, and oversight of 


estimates and government supply, including the determination of compensation within 
the federal government; and 


— ensuring that accurate and timely financial and performance information from 


departments and agencies is available to support decision making and reporting to 
Parliament. 


1. In 2006-07, the Treasury Board of Canada Secretariat amended its PAA to better reflect its management board 


and budget office functions. The Secretariat’s 2006-07 commitments were aligned to this new PAA. 


ee eee 
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The work of the Office of the Comptroller General, a distinct office within the Secretariat, also 
cuts across the Secretariat’s two program activities. The Office of the Comptroller General is 
responsible for developing and implementing policies and practices to strengthen financial 
management, controls, and internal audit. 


Overview’ of Resources and Summary of Performance 
Financial Resources ($ thousands) 


2006-07 


Planned Spending Total Authorities Actual Spending 
2,604,346 2,584,047 1,744,413 


Human Resources 


2006-07 


Planned Actual Difference 


15304 LP (res) 172 


2. Some figures in this document may not add to totals shown or some totals may differ from one table to another 
due to the rounding of the figures. 


ee 
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Performance Status 


The following table provides a summary of the department’s overall performance in relation to 
the priorities as set in the 2006-07 Report on Plans and Priorities. Further details on expected 
results by program activity stemming from these priorities are found in Section II. 


Priority 1: Strengthening governance, accountability, and management practices 


e ‘The Federal Accountability Act received Royal 
Assent on December 12, 2006, and 
implementation is proceeding. By the end of 
2006-07, the majority of the provisions of the 
Act had come into force or the dates upon 
which they would come into force had been 
fixed by order in council. 


Met most 
expectations. 


1.1 Trust and confidence in 
government is enhanced 
through the implementation of 
the Federal Accountability Act 
and supporting measures and 
through improved reporting to 
Parliament. 


e The new website for parliamentarians is live 
and provides access to planning and 
performance information, and Web tools. It 
also helps users to navigate through 
departmental RPPs and provides a whole-of- 
government view of planned spending over a 
three-year time horizon. 


1.2 Responsibilities of deputy Met most 
heads are clarified— expectations. 
streamlining rules while 
strengthening accountability 
and efficiency—through the 
renewal of the Treasury Board 


e Work on the policy suite renewal is 
progressing well. To date, 31 policy 
instruments have been approved by the 
Treasury Board, including 4 frameworks, 

9 policies, and 18 directives and standards. 


policy suite. 

1.3 Management oversight is Met most Management oversight was improved through 
improved through the use of expectations. a better, streamlined set of Management 
better tools, processes, and Accountability Framework (MAF) indicators 
information. 


and through enhanced analytical capability to 
produce better quality of information on 
departmental management performance. 


3. Performance status: 


- “Met all expectations” indicates that all 2006-07 performance milestones identified in the Report on Plans and 
Priorities (RPP) were fully met. 

- ‘Met most expectations’ indicates that most 2006-07 performance milestones identified in the RPP were met. 

- Me some expectations’ indicates that some 2006-07 performance milestones identified in the RPP were 


- “Not met” indicates that the result statement was not achieved in 


Reacts oes the time frame specified and/or significant 


aaa a 
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Commitment Status® Highlights 


1.4 Financial management and | Met some The report of the Senior Committee on the 

auditing capacity across the expectations. Review of the Financial Management 

Government of Canada are Framework was completed and its results are 

enhanced. under consideration as part.of the overall 
policy suite renewal. 


Draft policies and supporting directives related 
to financial management, including the chief 
financial officer model, are progressing and 
expected to be completed by year-end. 


Guidance materials and tools for departments 
and agencies to advance the Treasury Board 
Policy on Internal Audit were developed, 
including a first-generation maturity model to 
assess departmental internal audit capabilities 
and establishment of the Audit Committee 
Recruitment and Development Secretariat . 


1.5 Management performance Met most The Service Transformation Alignment 

is strengthened through the expectations. Roadmap was completed, identifying 
development of strategies and opportunities for a more cohesive approach to 
tools to support service whole-of-government internal and external 
transformation. service transformation initiatives. 


A horizontal governance structure for service 
transformation initiatives was established with 
an accountability regime to monitor and report 
on the achievement of service transformation 
outcomes. 


Considerable progress was made in the 
development of a business case for corporate 
administrative shared services, with extensive 
collaboration from departments and agencies 
involved. 


Treasury Board of Canada Secretariat 
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Priority 2: Strengthening Results-Oriented Expenditure Management 


Commitment | 


2.1 Leadership is provided in 
reviewing the government's 
expenditure management 
system and strengthening the 
role of the Treasury Board. 


2.2 Results-based management 
and information on programs 
and spending across 
government are improved. 


Met most 


expectations. 


Met most 


expectations. 


Proposals to strengthen the government's 
expenditure management system were 
developed in support of the November 2006 
Economic and Fiscal Update and Budget 2007 
announcements. 


Analysis and advice were provided on 
expenditure performance, capacity, and risks 
to ensure the allocation and reallocation of 
resources based on sound financial 
performance. 


A complete model of accrual-based budgeting 
and appropriations is under development for 
discussion and debate by Parliament. 


An implementation process to strengthen 
results-based management and performance 
information in departments was launched. 


Guidance was provided to departments in 
confirming their inventory of programs. 


Progress was made in identifying systems 
requirements in support of the budget office 
systems renewal project. 


A prototype for internal monthly expenditure 
reports is under development. 
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Priority 3: Enhancing the Internal Management of the Secretariat 


Commitment 


3.1 Secretariat support to the 
Treasury Board is strengthened 
through the adoption of a 
renewed approach to Treasury 
Board operations. ~ 


3.2 Internal management 
practices are improved in 
response to the Secretariat’s 
MAF assessment and the 


survey on workplace well-being. 


Status 


Met some 


expectations. 


Met most 


expectations. 


Highlights 


e Plans to develop a Secretariat charter were 


expanded into a more comprehensive change 
management exercise to reposition the 
Secretariat to better carry out its management 
board and budget office roles in support of the 
Treasury Board. 


An assessment of the Secretariat's change 
readiness was Carried out and critical 
transformation success factors were identified. 


A new Secretariat intranet site was developed 
and launched. 


The Secretariat’s 2006 MAF assessment 
indicates that the Secretariat made significant 
progress in a number of areas, including 
project management; procurement; and 
performance information. In addition, the 
Secretariat's PAA was revised and used as 
the basis for a renewed governance structure 
and an integrated approach to corporate 
planning. 

Ninety-six per cent of Secretariat executives 


received the required training on the Public 
Service Employment Act. 


A development program was implemented for 
Secretariat analysts in the Economics, 
Sociology, and Statistics (ES) Group. 


The Secretariat's draft Business Continuity 
Plan was developed and is being refined. 
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Overview of Performance 


Operating Environment 

The Canadian public demands both increased accountability on the part of public officials and 
increased value for money. There are mounting expectations for faster delivery of more services 
for the same tax dollar, more efficient and effective use of public resources, greater transparency, 
and assurances that the decisions and actions of government officials meet a high standard of 
public service values and ethics. In this context, it is important to ensure that resource allocations 
are better linked to government priorities. 


Management excellence 


An effective, high-performing public service is essential to achieving accountability and 
improved expenditure management. The Secretariat, and the Treasury Board Portfolio as a 
whole, must work to ensure that the public service strives for excellence, remains connected to 
the needs and expectations of Canadians, and has a positive effect on their lives. In moving 
forward on its priorities, it is important for the Secretariat to continue to demonstrate leadership 
with respect to improved management practices. 


Accountability and management practices 


Canadians expect their government to be accountable, transparent, and effective. Over the last 
few years, there has been an unprecedented focus on improving management performance. 

To this end, it is critical to ensure that the appropriate balance is struck between strengthening 
accountability and promoting an environment that encourages innovation. A key aspect of this is 
avoiding an over-reliance on rules and addressing the web of rules in the public service. 


With the increased focus on accountability, the Secretariat has concentrated its efforts on setting 
the broad policy framework for public service management; the expenditure framework within 
which the government operates; the accountability regime that shapes how the government 


performs; and a human resources management framework based on public service values and 
ethics. 


A key response to Canadians’ demand for accountability was the Federal Accountability Act, 
which received Royal Assent on December 12, 2006. It made substantive changes to over. 

45 statutes and created two new statutes to deliver on the government’s promise to put in place a 
five-year lobbying ban, to eliminate corporate and union donations to political parties, and to 
protect whistleblowers, among other reforms. Over the past year, the Secretariat has focussed its 
efforts on coordinating the overall implementation of the Federal Accountability Act and Action 
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Plan, and will, over the next year, complete the work in response to the key policy reviews s that 
were launched as part of the Action Plan. 


Improved expenditure management 


At the same time, Canadians are concerned not only with how government functions, but also 
with whether they are getting value for their tax dollars. In response, the government has put 
increased emphasis on effective expenditure management, in order to meet public demand for 
value for money and demonstrable results. This includes a focus on restraining growth in 
government spending and on managing for results. 


As a result, and in accordance with Budget 2006, the Secretariat, in collaboration with the Privy 
Council Office and the Department of Finance Canada, undertook a fundamental reassessment of 
the expenditure planning, budgeting, and decision-making processes of the government. From 
this assessment, an integrated package of renewal measures for the Expenditure Management 
System has been developed to ensure that federal programs are effective, efficient, focussed on 
results, aligned with the government’s priorities and responsibilities, and that they provide value 
for money. 


The new approach is intended to strengthen the management of overall spending through 
measures to support managing and decision making for results by establishing clear 
responsibilities for departments to better define the expected outcomes of new and existing 
programs. Regular strategic reviews will ensure that new programs are fully and effectively 
integrated with existing programs by reviewing spending to ensure efficiency, effectiveness, and 
ongoing value for money. Additionally, the Secretariat is working to improve the quality of 
departmental and government-wide reporting to Parliament. The Secretariat has begun 
implementation of the renewed Expenditure Management System to support the Treasury Board 
in its budget office role. 


Responding to these challenges 


The performance outlined in this report reviews how the Secretariat, as a department, is working 
to become a leader in fostering management excellence, is ensuring greater accountability across 
government and, as such, is contributing to its strategic outcome that government is well 
managed and accountable, and resources are allocated to achieve results. 


An overview of progress made in each of the three key priority areas, summarizing the 
Secretariat’s commitments, achievements, and lessons learned is provided below. 
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Priority 1: Strengthening Governance, Accountability, and Management 
Practices 


Context and commitment 


The Secretariat, in collaboration with its portfolio partners, aims to make government as a whole 
more accountable and to increase openness, transparency, and the quality of information that 
federal organizations provide to Parliament so that Canadians are better able to hold the 
government to account for public policy and administration choices. In its role as the 
management board of government, the Secretariat promotes good management practices across 
government by: 


» developing polices, directives, and standards to guide good management across government; 


> monitoring compliance and developing tools to measure and report on management 
performance; and 


> providing advice and support to functional communities. 


In support of this, the Secretariat made the following commitments in fiscal year 2006-07: 
> enhancing trust and confidence in government through the implementation of the Federal 
Accountability Act and supporting measures, and through improved reporting to Parliament; 


> clarifying responsibilities of deputy heads—streamlining rules while strengthening 
accountability and efficiency—through the renewal of the Treasury Board policy suite; 


>» improving management oversight through the use of better tools, processes, and information; 
> enhancing financial management and auditing capacity across the Government of Canada; and 


> strengthening management performance through the development of strategies and tools to 
support service transformation. 


Main achievements 


The Secretariat has delivered on most of these commitments and has made important progress in 
others. 


— The implementation of the Federal Accountability Act is proceeding. By the end of 
2006-07, the majority of the provisions of the Act had come into force or the dates on 
which they would come into force had been fixed by order in council. In 2007-08, the 
government will bring into force the remaining provisions of the Act related to the new 
rules on lobbying and the establishment of the position of Procurement Ombudsman. 


Through the renewal of the policy suite, the Treasury Board has to date approved 
31 policy instruments, including 4 frameworks, 9 policies, and 18 directives or standards. 
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Work on renewing the suite of Treasury Board policies is progressing well, with draft 
policies having been prepared in a number of areas as the basis for consultation and with 
work on other policies well advanced. Work on the directives and standards will carry 
forward into 2008-09. Close monitoring of implementation continues to be essential for 
the successful implementation of renewed policies. 


— Management oversight was improved through implementing improvements to the 
Management Accountability Framework (MAF), the Secretariat’s integrated instrument 
for assessing management performance in departments. In addition, MAF results were 
incorporated more systematically into advice to ministers in relation to expenditure 
decisions and were a key input to the Privy Council Office for the performance 
assessments of deputy ministers. 


— Work was undertaken to develop financial management policies and supporting 
directives. The Senior Committee on the Review of the Financial Management 
Framework of the Government of Canada, established as part of the Federal 
Accountability Action Plan, undertook a review of the proposed financial management 
policy framework. The results of the review are now being examined as part of the 
overall policy suite renewal. 


— Incremental funding allocations were made to departments for implementation of the new 
Policy on Internal Audit. Accountability measures were established involving 
40 departments and agencies. Additionally, the Office of the Comptroller General (OCG) 
is nearing the completion of two horizontal audits and has developed extensive range of 
policy guidance materials to advance policy implementation. 


= The OCG launched the Audit Committee Recruitment and Development Secretariat to 
‘support the requirement for departmental audit committees legislated through the passing 
of the Federal Accountability Act. 


— The Secretariat completed an environmental scan to inform development of the 
government’s service transformation agenda and develop strategies for future 
improvements to government services. 


Priority 2: Strengthening Results-Oriented Expenditure Management 


Context and commitment 


The Secretariat plays a key role in overseeing government expenditures from a whole-of- 
government perspective by advising Treasury Board officials on expenditure management 
decisions, risks and opportunities, the administration of the Estimates cycle, and by reporting to 
Parliament, including through the Public Accounts. Effective and integrated expenditure and 
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financial management helps maintain balanced budgets, aligns resources with government 
priorities, and increases the efficiency of programs and operations. 


In support of these responsibilities, the Secretariat made the following commitments in 2006—07: 


> provide leadership in reviewing the government’s expenditure management system and 
strengthening the role of the Treasury Board; and 


> improve results-based management and information on programs and spending across 
government. 


Main achievements 


The Secretariat made significant progress on most of these commitments. To improve expenditure 
management across government, departments and agencies must continue to improve the quality of 
both financial and non-financial information on the value for money and results achieved by programs 
and services. The changes that are being made to the Expenditure Management System are 
transformative in nature and will require dedicated effort over the next few years. Implementation of 
such transformative initiatives will require continued focus and attention. | 


To date, the Secretariat has: 


> conducted a review of the expenditure management system in support of the November 2006 
Economic and Fiscal Update and Budget 2007 announcements, and developed proposals to 
strengthen and renew the government’s expenditure management system; 


> provided analysis and advice on expenditure performance, capacity, and risks to ensure the 
allocation and reallocation of resources is based on sound financial performance; 


» developed proposed approaches for accrual-based budgeting and appropriations as the basis for 
presentations to the House of Commons Standing Committee on Government Operations and 
Estimates, and the House of Commons Standing Committee on Public Accounts—a complete 
model of accrual-based budgeting and appropriations will follow; 


» launched a five-step implementation plan in support of the Management, Resources, and Results 
Structure Policy (MRRS) to strengthen results-based management and performance information 
on programs in departments. The Secretariat worked closely with departments to implement the 
first step of this process: a complete inventory of departmental programs; 


made progress in identifying information systems requirements to support the budget office 
systems renewal; and 


developed a prototype for monthly expenditure reports that is currently being readied for pilot 
testing, to support more accurate and timely analysis of departmental spending. 
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Priority 3: Enhancing the Internal Management of the Secretariat 


Context and commitment 


Delivering on the Secretariat’s commitments to strengthen the Treasury Board’s management 
board and budget office roles will help ensure that government is able to deliver on its priorities 
for the coming years. To do this effectively, while supporting ongoing core business functions, 
the Secretariat must continuously examine and improve its own internal management practices. 


Over the long term, improving its internal management will allow the Secretariat, and the 
government, to effectively tackle new issues and priorities as they arise. To support this priority, 
the Secretariat made the following key commitments for 2006-07: 


> strengthen Secretariat support to the Treasury Board through the adoption of a renewed 
approach to Treasury Board operations; and 


>» improve internal management practices in response to the Secretariat’s MAF assessment and 
the survey on workplace well-being. 


Main achievements 


As demonstrated by its 2006 MAF assessment, the Secretariat made significant progress on most 
of these commitments and continues to advance efforts in others. As part of an internal change 
management exercise, progress was made in identifying how to strengthen departmental business 
processes to better support the Treasury Board. The Secretariat is working to implement an 
integrated approach to risk management with the recent completion of a corporate risk profile. 


To date the Secretariat has: 


> improved its corporate planning by aligning internal governance and decision making with the 
revised Program Activity Architecture and further integrating human resources planning with 
business planning; 

> made progress in examining new risk-based approaches to departmental and Treasury Board 
business in an effort to bring a more strategic approach to management board and budget 
office issues; | 

> refined its plans to develop a Secretariat charter, as part of its internal change management, to 
better carry out its management board and budget office roles and developed an action plan to 
implement change management initiatives within the Secretariat; 

> provided training to 96 per cent of its executives on the Public Service Employment Act; 


> implemented a development program for Secretariat analysts in the Economics, Sociology, 
and Statistics (ES) Group to recruit, develop, and retain highly skilled, well-rounded 
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employees who understand the Secretariat’s mandate and are able to contribute to all areas 
within the Secretariat; and 


> redeveloped and implemented its intranet site. 


Further work will be required to: 


> finalize and implement plans for a more strategic approach to Treasury Board operations; and 


> refine the Secretariat’s draft Business Continuity Plan to further align it with the 
government-wide Public Service Readiness Plan, currently under development. 


Alignment with Government of Canada Outcomes 


The Secretariat’s strategic outcome that government is well managed and accountable, and 
resources are allocated to achieve results contributes to the achievement of the Government of 
Canada’s ‘““Government Affairs” outcome. 


Collectively, the Secretariat’s priorities seek to ensure the government is well managed and 
accountable, and that resources are allocated to achieve results. Achievement of these priorities 
will help the Secretariat in fulfilling its three key central agency roles in relation to other 
government departments, agencies, and Crown corporations: 


> an oversight role, which includes setting policies and standards, and monitoring and reporting 
expectations on overall management and budgetary performance within government; 


> an enabling role to help departments and agencies improve management performance across 
government; and 


> a leadership role, leading by example in advancing an integrated management agenda. 
The Secretariat has developed tools and resources to help fulfil these roles, such as: 


» the MAF, which sets out a comprehensive and coherent accountability regime that specifies 
the management expectations of deputy heads; and 


» the Management, Resources, and Results Structure Policy (MRRS) and the PAA, which 


provide information on programs, their performance expectations, and their relation to 
departmental strategic outcomes. 


Collectively, these initiatives have begun and will, once at full maturity, provide public service 
officials, parliamentarians, and Canadians with improved information on public-sector 
management and the results being achieved. 


2006-07 Departmental Performance Report 


section II: Analysis of Program Activities by Strategic 


Outcome 
Analysis by Program Activity 


Strategic Outcome 


Rigorous stewardship of public resources to achieve results for Canadians." 


Financial Resources by Program Activity 


Planned Spending 


($ thousands) 


Management and Expenditure 134,649 
Performance 

Comptrollership 41,711 
Centrally Managed Funds 2,427,986 
Revitalization of the Toronto 0 
Waterfront! 

Total 2,604,346 


Authorities Actual Spending 


142,470 138,797 
43,898 32,580 
2,281,742 1,537,987 
115,937 35,049 
2,584,047 1,744,413 


1.In accordance with the February 6, 2006, changes in ministers’ responsibilities, this authority was transferred 
from Citizenship and Immigration Canada to the Treasury Board of Canada Secretariat through the 2006-07 
Supplementary Estimates. Subsequently, in accordance with the January 4, 2007, changes in ministers’ 
responsibilities, this authority will be transferred from the Treasury Board of Canada Secretariat to 


Environment Canada through the 2007—08 Supplementary Estimates. 


Human Resources by Program Activity 


Full-time Equivalents Planned Actual Difference 
Management and Expenditure Performance 1,087 978 109 
Comptrollership 265 196 69 
Centrally Managed Funds 0 0 0 
Revitalization of the Toronto Waterfront 0 6 —6 
Total a0 1,179 172 


4. The Secretariat’s strategic outcome was revised in 2006-07, effective for 2007-08, to better reflect its 
management board and budget office responsibilities. The previous outcome, provided above, was too narrowly 
focussed on the Secretariat’s resource allocation activities and did not adequately reflect the Secretariat's 
increasing responsibilities for promoting accountable government, and effective and efficient management. The 
new strategic outcome—Government is well managed and accountable, and resources are allocated to achieve 


results—better reflects the full range of Secretariat activities. 
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Introduction 


This section provides information on the progress made by the Secretariat in delivering on each 
of its priorities, plans, and expected results as outlined in the 2006-07 Report on Plans and 
Priorities, organized around its Program Activity Architecture (PAA). The Secretariat’s program 
activities for 2006-07 were organized into three key areas of activity. They were: 


>» Management and Expenditure Performance; 
> Comptrollership; and 
> Centrally Managed Funds. 


During fiscal year 2006-07, the strategic outcome of the Secretariat was to “ensure the rigorous 
stewardship of public resources to achieve results for Canadians.” This strategic outcome was 
viewed as too narrowly focussed on the resource allocation activities undertaken by the 
Secretariat and did not adequately reflect the full spectrum of the support provided by the 
Secretariat to the Treasury Board in its functions as the management board (i.e. promotion of 
effective, efficient, transparent, and accountable management) or the budget office (1.e. resource 
allocation is optimized to achieve value for Canadians) of the federal public service. 


For these reasons, the Secretariat amended its PAA in 2006-07, and introduced a new strategic 
outcome: Government is well managed and accountable, and resources are allocated to achieve 
results. The Secretariat’s revised program activities are as follows: 


1. Management Policy Development and Oversight, where the Secretariat’s priorities for 
2006-07 centred on enhancing governance, accountability, and management practices that 
support its management board functions; 


2. Expenditure Management and Financial Oversight, where priorities focussed on 


strengthening results-oriented expenditure management, which is intended to advance the 
Secretariat’s efforts as the budget office; and 


3. Corporate Strategy and Services, where the Secretariat’s priorities involved enhancing its 


own internal management in accordance with its MAF assessment, and providing better 
support to the Treasury Board. 


It is important to note that, as the Secretariat develops a performance measurement framework 


based on its PAA, it will be in a better position to report on core functions related to each of its 
main program activities and the priorities that support them. 
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Program Activity Architecture Crosswalk 


Management and 
Expenditure 94,402 138,797 
Performance : 


Comptrollership 25,063 32,580 


Revitalization of the 
Toronto Waterfront° N/A 35,049 


Subtotal—Operations 119,465 51,912 206,425 
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Centrally Managed 
Bande N/A 1,537,987 1,537,987 


Total 119,465 1,589,899 1,744,413 


Program Activity: Management Policy Development and Oversight 


Through the Management Policy Development and Oversight program activity, the Secretariat 
provides support to the Treasury Board in its role as the management board. This role includes 
responsibilities for promoting improved management performance, and developing policies and 
priorities to support the prudent and effective management of the government’s assets and 
human, financial, information, and technology resources. To achieve its objectives under this 
program activity, the Secretariat also works closely with its portfolio partners, the Canada Public 
Service Agency and the Canada School of Public Service. 


Key activities under the Management Policy Development and Oversight program activity 
include: 
> setting management performance expectations through the MAF; 


> articulating specific management requirements, standards, and reporting requirements through 


the Treasury Board policy suite; 


5. In accordance with the January 4, 2007, changes in ministers’ responsibilities, this authority will be transferred 
from the Treasury Board of Canada Secretariat to Environment Canada through the 2007-08 Supplementary 


Estimates. 
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> defining the professional competencies required of key functional communities, including 
financial, information management, information technology, audit, procurement, materiel 
management, real property, and human resources specialists (i.e. labour relations, 
occupational health and safety, and compensation specialists); 

> assessing departmental, agency, and Crown corporation performance against management 
standards and taking action to ensure weaknesses are addressed; and 


> negotiating collective agreements, setting terms and conditions of employment, and 


promoting good labour-management practices. 


In addition to advancing the RPP priorities listed below, highlights of the Secretariat’s ongoing 
management policy development and oversight operations include: 


> conducting MAF assessments for 54 departments and agencies; 


> managing recruitment and professional development programs for the Financial Management 
and Internal Audit communities, including the Financial Officer Recruitment and 
Development and the Internal Auditor Recruitment and Development programs; 


> developing and applying professional competencies, delivering workshops, and leading or 
participating in interdepartmental working groups in support of the real property and materiel 
management communities; and 


> concluding nine collective agreements without labour disruption, including settlements with 
the Correctional Services and the Computer Systems groups. 


The following table summarizes 2006-07 priorities in support of the Management Policy 
Development and Oversight program activity and its expected results for the reporting period: 


Program Activity: Management Policy Development and Oversight 


Supporting Priority: Strengthening governance, accountability, and management practices 


The Federal Accountability Act 
was tabled in the House of | 
Commons on April 11, 2006, and 
it received Royal Assent on 

December 12, 2006. 


Trust and confidence in Tabling parliamentary review and 
government is enhanced Royal Assent of the Federal 
through the implementation of | Accountability Act is successfully 
the Federal Accountability Act | coordinated under the leadership 
and supporting measures and_| of the Secretariat. 
through improved reporting to 
Parliament. 


bs 
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6. lig results outlined in this performance report were identified as “subcommitments” in the 2006-07 
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RPP Commitments 


Responsibilities of deputy 
heads are clarified— 
streamlining rules while 
strengthening accountability 
and efficiency—through the 
renewal of the Treasury Board 
policy suite. 
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Expected Results® 


Leadership is provided by the 
Secretariat in developing and | 
implementing Secretariat elements 
of the Act. . 


Reporting to Parliament is 
improved. 


The three key reviews of policy 
areas required to support 
implementation of the Federal 
Accountability Action Plan are 
conducted and completed: transfer 
payments, procurement, and 
financial management. 


Summary of Achievements 


After Royal Assent, the 
Secretariat was tasked with 
leading and coordinating the 
implementation of the Federal 
Accountability Act and Action 
Plan. An implementation plan 
and tracker was developed with 
target dates set for bringing the 
remaining provisions of the Act 
into force. 


The new website for 
parliamentarians is live and 
provides access to planning and 
performance information, and 
Web tools. 


The display of information in the 
Main Estimates, reports on plans 
and priorities, departmental 
performance reports, and the 
Public Accounts was 
standardized for 2005-06. 


The report of the Blue Ribbon 
Panel assessed and 
recommended changes to the 
Policy on Transfer Payments, 
which is planned to be renewed 
by the end of 2007. 


An independent review of 
government procurement was 
launched and completed, leading 
to the revised Policy on 
Managing Procurement that is 
still under consideration as part 
of the overall Treasury Board 
policy suite. 


The results of the review 
undertaken by the Senior 
Committee on the Review of the 
Financial Management 
Framework are under 
consideration as part of the 
review of the overall Treasury 
Board policy suite. 
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RPP Commitments — 
The Treasury Board policy suite is 
streamlined—consistent with key 
Secretariat management initiatives 
such as the MAF—and associated 
policies are renewed and approved 
by the Treasury Board. 


Oversight and departmental 
management practices of deputy 
heads are enhanced through better 
understanding, ownership, and use 
of the MAF. 


Management oversight is 
improved through the use of 
better tools, processes, and 
information. 


The Secretariat’s oversight role is 
strengthened through better 
indicators of management 
performance, processes for 
assessing performance, and 
capacity to interpret and apply 
findings. 


The Secretariat’s contribution to 
departmental and government- 
wide management performance is 
enhanced through the application 
of MAF findings to decision making 
by the Secretariat, the Privy 
Council Office, the Treasury Board 
Cabinet, and departments. 


Financial management and 
auditing capacity across the © 
Government of Canada are 
enhanced. 


Financial management operations, 
practices, and reporting across 
government are improved. 


Work on the policy suite renewal 
continues to progress. To date, 
31 policy instruments have been 
implemented, including 

4 frameworks, 9 policies, and 

18 directives or standards. 


Departments received guidance 
to provide information in support 
of the assessments, which 
enhanced understanding of the 
MAF, fostered a dialogue on 
management practices within 
departments, and increased the 
use of MAF findings. 


Credible and useful information 
on the state of management 
across government was derived 
from MAF assessment findings 
through a more disciplined 
process, and a better suite of 
indicators and measures tailored 
to meet Treasury Board Portfolio 
oversight needs. 


MAF results were incorporated 
more systematically into advice 
to ministers in relation to 
expenditure decisions and were 
a key input to the Privy Council 
Office for the performance 
assessments of deputy 
ministers. 


Draft policies and supporting 
directives related to financial 
management, including the chief 
financial officer model, are 
progressing and expected to be 
completed by year-end. 


The results of the review 
undertaken by the Senior 
Committee on the Review of the 
Financial Management 
Framework are under 
consideration as part of the 
review of the overall Treasury 
Board policy suite. 


Work on the Financial 
Management Capability Model 
was deferred pending the 
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RPP Commitments 


Management performance is 
strengthened through the 
development of strategies and 
tools to support service 
transformation. 
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Expected Results® 


Internal audit plans, operations, 
and practices across government 
are enhanced. 


Capacity building and community 
development for financial 
management and internal audit are 
strengthened across government. 


An accountability regime to monitor 
and report on the achievement of 
service transformation outcomes is 
established. 


Plans to support improved 
management through corporate 
administrative shared services are 
refined and brought forward for 
Treasury Board consideration. 


Summary of Achievements 


finalization of the revised 
financial management policy 
suite. 


Incremental funding allocations 
were made to departments in 
support of the implementation of 
the Policy on Internal Audit 


Extensive guidance and 
enablers to advance the Policy 
were developed, including an 
internal audit maturity model to 
guide the assessment of 
departmental internal audit 
Capacity and capabilities. 


The Audit Committee 
Recruitment and Development 
Secretariat has been established 
and delivered strategy, outreach, 
and tools to engage departments 
in the establishment of their audit 
committees. 


An environmental scan was 
completed that identified issues 
and potential solutions related to 
the service transformation 
agenda. 


Interdepartmental committees 
were created to enhance 
horizontal collaboration on 
service transformation. 


A progress-reporting instrument 
was developed to monitor the 
status of issues related to 
service transformation initiatives. 


Considerable progress was 
made on the development of a 
business case for corporate 
administrative shared services 
with extensive collaboration from 
departments and agencies. 
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RPP Commitments __ _. Expected Results® | Summary of Achievements 


Guidelines have been developed 
that provide practical advice, best 
practices, and explanations for 
investment planning for the 
information management (IM) and 
information technology (IT) 
domains. 


Key Secretariat enabling and — 
alignment initiatives are 
implemented in the fields of 
information management and 
information technology. 


A government-wide profile of IT 
services was developed. 


Commitment 


Trust and confidence in government is enhanced through the implementation of the Federal 
Accountability Act and supporting measures and through improved reporting to Parliament. 


Results achieved 
Implementation of the Federal Accountability Act 


The primary goal of this initiative was to ensure that the government’s commitment to 
implement the Federal Accountability Act is successfully coordinated under the leadership of the 
Secretariat. Work on the Act did not stop with the tabling of the Bill: numerous supporting 
measures, including those mentioned in the Federal Accountability Action Plan, were to be 
developed and implemented across government over the past year. 


The implementation of the Federal Accountability Act is proceeding well. By the end of 
2006-07, the majority of the provisions of the Act had come into force or the dates on which 
they would come into force had been fixed by order in council. In 2007-08, the government will 
bring into force the remaining provisions of the Act, specifically those related to the new rules on 
lobbying and the establishment of the position of Procurement Ombudsman. 


_ In the lead-up to Royal Assent of the Act, the Secretariat led an interdepartmental team 


comprised of officials from the Privy Council Office, Public Service Human Resources 
Management Agency of Canada (now the Canada Public Service Agency), the Department of 
Justice Canada, and Public Works and Government Services Canada. This involved monitoring 


testimony from over 230 witnesses, anticipating potential amendments, and responding to over 
350 proposed amendments. 


Officials supported the government by providing strategic policy advice on the implications of 
the proposed amendments and appearing before House of Commons and Senate committees to 
explain how the Bill would work if adopted, as well as the legal underpinnings supporting the 
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policy decisions taken and to provide technical expertise on the implications of amendments and 
suggestions on how to structure amendments in order to minimize unintended consequences. 
This work was commended by members of the House committee. 


Improved reporting to Parliament 


The new website for parliamentarians is now live and provides access to planning and 
performance information, and Web tools, including the following: 


> a brief explanation of the reporting cycle and associated documents, providing links to the 
Estimates, the Public Accounts, and Canada’s Performance; 


» the horizontal results database; 
>» the Audit and Evaluation database; and 


> other information of interest to parliamentarians. 


In addition, the RPP overview for parliamentarians website helps users navigate through 
departmental RPPs and provides a whole-of-government view of planned spending over a three- 
year time horizon. The Secretariat organized a special session on Parliament Hill to inform 
parliamentary staff of the new website. 


Finally, the display of information in the Main Estimates, reports on plans and priorities, 
departmental performance reports, and Public Accounts was standardized for 2005—06. Each of 
these documents now provides information on strategic outcomes and program activities. This 
standardized display facilitates understanding of the purpose of planned and actual spending 
throughout the reporting cycle. 


Lessons learned 


Following Royal Assent to the Federal Accountability Act, an implementation plan was 
developed for the Lobbying Act. A priority was to move forward with the development of the 
regulations necessary to bring the Lobbying Act into force. In accordance with the Government of 
Canada Regulatory Policy, consultations were held with lobbyists and the public through an 
online survey conducted from March 1, 2007, to March 23, 2007. Implementing the Lobbying 
Act requires more time than initially expected, given the complexity of the regulations. 


A deputy-level committee to oversee discipline and compliance was established in 2006-07; 
however, committee meetings are being held in 2007-08 as preparatory work on the compliance 


framework needs to be completed first. 
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The Secretariat has also responded to requests to examine the feasibility of rationalizing the 
number of departmental reports required by Parliament and communicated the results to 
departments and agencies through the Guide to the Preparation of Part III of the Estimates." 


Commitment 


Responsibilities of deputy heads are clarified—streamlining rules while strengthening 
accountability and efficiency—through the renewal of the Treasury Board policy suite 


Results achieved 
Reviews of the Independent Blue Ribbon Panel 


As promised in the Federal Accountability Action Plan, the President of the Treasury Board 
commissioned the independent Blue Ribbon Panel to recommend measures to make the delivery 
of grant and contribution programs more efficient while ensuring greater accountability. 


The Panel’s report was released on February 14, 2007. The overarching thrust of the report 
points to a need for widespread cultural change and sustained leadership within the federal 
government to create meaningful change in grants and contributions programming. It also 
concluded that it is possible to simplify the administration while strengthening accountability. 


Responding to the report, the Secretariat established the Blue Ribbon Panel Coordination Office; 
created an interdepartmental committee of deputies to steer the development of a government- 
wide action plan; selected seven departments to develop specific action plans aimed at improving 
their administration of grants and contributions; launched a business review exercise to identify 
best practices; conducted early analysis for a centre of expertise; and took initial steps to engage 
recipient groups in the process of change. 


The Secretariat also supported two other policy reviews as part of the Federal Accountability 
Action Plan: one for the government’s procurement systems and processes, and one for financial 
management. The draft Policy on Managing Procurement was reviewed by an independent | 
reviewer with a final report submitted to the President of the Treasury Board in November 2006 


and publicly released in February 2007. The draft policy incorporates many of the independent 
review recommendations. 


7. Ona case-by-case basis, departments and agencies may be able to eliminate or amalgamate certain reports if 


the information is provided to Parliament through the Public Accounts or the Estimates. 
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The Senior Committee on the Review of the Financial Management Framework of the 
Government of Canada finalized its report and the results are under consideration as part of the 
review of the overall Treasury Board policy suite. 


Renewal of the Treasury Board policy suite 


The objective of the Secretariat’s policy suite renewal initiative is to reduce the number of 
Treasury Board policies by at least 50 per cent, and significant progress has been made to date. 
In 2006-07, the Secretariat continued to coordinate policy renewal efforts across the Treasury 
Board Portfolio and to ensure that renewed policy instruments are streamlined and coherent 
while being presented in a consistent fashion across all policy areas. Importantly, the Secretariat 
has, in renewing each policy, considered the implications of the Federal Accountability Act, 
specifically the accounting officer model, and identified the linkages with the Management 
Accountability Framework. 


As of March 31, 2007, Treasury Board ministers had renewed 31 policy instruments 

(4 frameworks, 9 policies, and 18 directives and standards). Work on the remaining policies 
continues, with further renewals anticipated in 2007—08. It is expected that work on the resulting 
directives and standards will continue in 2008—09. Close monitoring of implementation 
continues to be essential for successful roll-out of policies. 


With each renewed policy, the Secretariat is developing detailed implementation and specific 
communication strategies. The training needs of both policy centres and functional communities 
across government are being identified to support the Secretariat’s outreach and training 
activities. 


Lessons learned 


Given the size and complexity of the federal government and its management policy suite, 
clarifying accountabilities and developing reliable and useful performance information on a 
whole-of-government basis are major undertakings that take time and dedicated effort. Key 
lessons from the past year include the following: 


> There is a need for policy centres within the Secretariat to monitor policy implementation 
within departments on an ongoing basis, to be ready to react and propose amendments when 
necessary. In particular, taking stock in early phases of implementation and identifying what 
works well and what does not is essential to achieve policy objectives. 


> Effective consultation with government and non-government stakeholders is a pre-requisite 
for successful policy implementation and it requires openness, thoughtful negotiations, and 
usually considerably more time than estimated. 
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> Implementation issues must be identified and resolved during policy development to ensure 
that the intended policy direction adequately addresses identified risks and is well understood 
by those implementing the policy. 

> Policy reviews need to take into account the specific circumstances of small departments and 
agencies, and there is no uniform model for policy implementation. 


> Ifpolicy implementation requires new funding, sources of funds should be identified first. 


> Change management, including the development of guidance tools, should be well planned 
and continually addressed during policy development and implementation. 


Commitment 

Management oversight is improved through the use of better tools, processes, and information. 
Results achieved 

Continued implementation of and improvements to the Management Accountability Framework 


The Management Accountability Framework (MAF) establishes expectations for sound 
management practices across government. The Secretariat uses the MAF to assess the 
management performance of departments and agencies against these expectations on an annual 
basis in an effort to improve overall government management and to provide a picture of the 
state of management over time. 


In building a longitudinal database of management performance, the Secretariat is able to better 
identify best practices and areas that require systemic improvement. Specific MAF assessments 
are used each year to improve departmental management practices and to help frame the 
expectations for deputy ministers’ performance agreements. 


Over the last year, the Secretariat improved its capacity for management oversight by 
streamlining the set of MAF indicators and by enhancing the analytical capabilities of its 
program and policy analysts. These improvements will help the Secretariat produce a higher 
quality of management assessment and departmental performance information. 


The number of indicators was reduced from 41 to 20, and the number of associated measures 
from 134 to 90 between 2005 and 2006 assessments. Streamlining the indicators and measures 
has helped to increase acceptance of MAF as a valuable tool for departmental management and 
has enhanced the analytical capability of the TB Portfolio to identify enterprise-wide 
management trends. In addition, MAF results were incorporated more systematically into advice 


to ministers in relation to expenditure decisions and were a key input to the Privy Council Office 
for the performance assessments of deputy ministers. 
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MAF-based assessments were completed for all 54 departments and agencies targeted in 

Round IV (2006). Analysts in the program and policy sectors of the Secretariat, the Office of the 
Comptroller General, and the Canada Public Service Agency combined their expertise to 
produce quality assessments in a timely manner. 


Through the use of the MAF and the findings of the MAF assessments, deputy ministers’ 
oversight and departmental management practices were significantly enhanced in 2006-07: 


» Deputies were provided with assessments on the state of departmental management. These 
assessments are being used to improve management practices within their organizations. 


» To enhance understanding, ownership, and use of the MAF by departments and agencies, the 
Treasury Board Portfolio improved its departmental communications and shared its 
assessment methodologies with departments and agencies. Additionally, following the 
assessment round, bilateral meetings between deputies, the Secretary to the Treasury Board, 
and the President of the Public Service Human Resources Management Agency of Canada 
(now the Canada Public Service Agency) were held to discuss management challenges and set 
individual priorities for the coming year. 

>» Departments received guidance to provide information in support of the assessments, which 
enhanced better understanding of the MAF, fostered a dialogue on management practices 
within departments, and increased the use of MAF findings. The Treasury Board Portfolio 
made progress in becoming more strategic and more collaborative in identifying and 
addressing the learning needs of departments and agencies concerning the MAF. 


Lessons learned 


Through continued refinement of the MAF assessment instrument, departmental assessments 
against the Framework are becoming increasingly relevant and useful management tools for 
deputy heads, as well as for central agencies. Key lessons learned in the past year include: 


> the need for seeking out and incorporating departmental input to refinement of the assessment 
instrument; 

> the positive impact of improved training and communications on the quality of departmental 
assessments; | 

> the importance of effective engagement and dialogue between Treasury Board Portfolio 
senior executives and departments before, during, and after the assessment process; 

> the need to fully tap the potential of the MAF to increase understanding of government-wide 
management strengths and weaknesses; and 


> the importance of broadening the use of MAF findings in departments and central agencies 
alike, including in the provision of advice to Cabinet committees and parliamentarians. 
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Commitment 


Financial management and auditing capacity across the Government of Canada are enhanced 


The Office of the Comptroller General (OCG) within the Secretariat is responsible for 
developing and implementing policies and practices to strengthen financial management, 
controls, and internal audit. This role is supportive of the management policy development and 
oversight, as well as the expenditure management and financial oversight functions of the 
Treasury Board. 


To this end, the main priorities of the OCG include ensuring public confidence in the 
government’s financial management practices, improving the quality and credibility of financial 
information, and strengthening the role of internal audit across government. 


Results achieved 
Financial management operations, practices, and reporting across government 


The results of the review of the Financial Management Framework undertaken by the Senior 
Committee on the Review of the Financial Management Framework of the Government of 
Canada are under consideration as part of the review of the overall Treasury Board policy suite. 


Work to develop a financial management capability model was deferred pending the completion 
of the financial management policy suite. Financial management policies and most directives 
were drafted. 


Internal audit plans, operations, and practices across government 


The Policy on Internal Audit came into force in April 2006 with a phased implementation period 
extending through April 2009. Funds have been allocated to departments and agencies relative to 
the new requirements of the Policy. In addition, under the leadership of the OCG, an extensive 
range of guidance and tools have been drafted, including: 


> an internal auditing standards manual; 

> a professional practice inspection manual: 

» framework of core management controls; and: 

» a guidebook and a generic charter for departmental audit committee. 

Additionally, an evergreen internal audit maturity model has been developed to help guide 


expectations for the phased implementation of the new Policy on Internal Audit. At the same 
ume, an integrated business and technology strategy for internal audit has been articulated and, 
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as a first priority, a project is underway to procure a common audit management system for use 
across the government internal audit community. 


Capacity building and community development for financial management and internal audit 
across government 


The Audit Committee Recruitment and Development Secretariat was established to support the 
implementation of independent audit committees for departments and agencies in line with the 
2006 Policy on Internal Audit and new legislation created with the passing of the Federal 
Accountability Act. The foundation was laid for solid selection and appointment processes and 
instruments. A development strategy was articulated and a first generation of induction materials 
and events delivered. 


A comprehensive demographic survey of the internal audit community was completed that 
contributed to the development of a human resources strategy for this community. This was in 
line with the comprehensive Human Resources Framework prepared for this community. 

In addition, the financial management community completed a demographic profile and released 
a comprehensive human resources framework. The data gathering phase of the Financial 
Management Human Resources Strategy was initiated and is currently nearing completion. 


Lessons learned 


With respect to the development of a revised financial management framework and policy suite, 
great care needs to be taken to ensure policy directions are clear and effective. Policy measures 
in the area of financial management must strike the right balance not only in and of themselves 
but also in relation to the entire suite of Treasury Board policies. They must ensure financial 
management can be strengthened without adding more red tape and burden on departments and 
line managers. As such, it is a question of putting in place the right risk-based controls, and not 
more controls, to ensure appropriate oversight and accountability. 


In a similar vein, internal audit plans are risk-based and must be designed to promote purposeful, 
cost-effective controls. It has become apparent that, during the early stages of policy 
implementation and transition to steady state, the OCG will play a greater than expected hands- 
on role in the delivery of horizontal audits across government. Opportunities have also been 
recognized to better assist and leverage the total productivity of the internal audit function. This 
centres particularly on the development of an audit intelligence capacity to harvest, analyze, and 
share results of completed internal audit reports, methodologies, and other information generated 
by individual departments. This latter initiative will have significant multiplier effects in 
advancing the contribution of internal audit and will require organizational design changes 
within the Internal Audit Sector of the OCG. 
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In the above context, increasing the capacity of the Internal Audit Sector within OCG has been 
complicated by a shortage of experienced internal audit professionals and the requirement to 
actively generate products while designing a new organization. 


Going forward, it is also clear that the OCG must take greater advantage of the knowledge 
leaders within the Chief Audit Executive community and have them act as centres of expertise 
for particular audit methodologies for the benefit of internal audit across government. 


The hiring and retaining of appropriately trained internal auditors and accounting professionals is 
a challenge for the government, given the current economic and demographic climate. These 
challenges reinforce the necessity of developing and implementing sustainable human resources 
strategies for both the internal audit and financial management communities. 


Commitment 


Management performance is strengthened through the development of strategies and tools to 
support service transformation 


Results achieved 
Strategies and tools to support Service Transformation 


The Secretariat completed an environment scan, including interdepartmental consultations, that 
was captured in a document titled Service Transformation Alignment Roadmap. This document 
provides an overview of challenges and barriers to service transformation across government 
while presenting strategies for future improvements that, if implemented, could foster leadership 
and culture change; build capability; and strengthen oversight for future service transformation 
initiatives. 


A horizontal governance structure, engaging senior executives within the Secretariat and across 
government was created to help monitor and guide the progress of the service transfer initiatives. 
Governance committees within this structure will provide oversight, identify risks and emerging 
issues, recommend risk mitigation strategies to facilitate the government’s service transformation 
objectives, and monitor the status of initiatives on an ongoing basis. 


Improved management through corporate administrative shared services ( CASS) 


Considerable progress was made in the development of a business case for CASS, with extensive 
collaboration from departments and agencies involved. 
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Implementation of key Secretariat information management- and information technology- 
enabling initiatives 


A key focus was to provide departments and agencies with the policies, guidelines, frameworks, 
and other tools needed to more effectively manage the federal government’s investment in 
information management (IM) and information technology (IT), as well as to augment its service 
delivery capacity. 


Significant progress was made to ready key policy instruments for July 1, 2007, implementation. 
In particular, the Policy on Information Management and the Policy on Management of 
Information Technology establish the government-wide direction and accountability for the 
sound stewardship and responsible management of information and technology assets. 


In addition, the Government of Canada Information Technology Services Profile was published. 
This catalogue provides a whole-of-government approach for consistently describing information 
technology services and lays the foundation for planning, budgeting, measuring, and reporting of 
IM and IT investments more consistently across departmental program activity architectures. 


Finally, the Policy on Management of Information Technology is ready for implementation. This 
policy sets the conditions for expanded use of shared services within government. 


Other achievements include the following: 


>» New Common Look and Feel standards for Internet sites were released to promote well- 
coordinated, well-managed, responsive communications across the Government of Canada. 


>» The secure channel mandatory services amendment was made to the Common Services Policy 
to promote the use of the shared technology infrastructure and ensure single access to 
government services. 


Work will continue in 2007-08 to develop the policy directives, standards, guidelines, and tools 
to use information and technology as strategic tools in a more consistent manner across 
government and to enhance service and improve the delivery of services to the public. 


Lessons learned 


Service transformation initiatives are large and complex, and a great deal of effort and goodwill 
have been invested to launch and sustain them by their sponsoring organizations. They need a 
significant number of policy changes to make their business and solution models work as 
planned, alongside large, complex procurements for services and/or products. They also face 
unique financial risks related to the realization of savings targets in the context of escalating 
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IM/IT costs and the significant effort required to link systems, streamline processes, and make 
organizational and cultural changes to implement their solutions. 


The establishment of enterprise governance committees noted above has allowed the Secretariat 
to work jointly with other policy authorities and service transformation initiatives to promote a 
shared understanding of the government’s service transformation environment and associated 
challenges and opportunities. 


Finally, efforts to take stock and reflect on the future of service transformation in the 
Government of Canada has provided the Secretariat with the basis for assisting senior leadership 
in considering three key questions from the perspective of the government as a whole: 


> whether the service transformation initiatives that are planned or underway are the right things 
to be doing in the right sequence; 


>» whether the direction, scope, and pace of these initiatives are appropriate at this time; and 


> what approaches in moving forward could ensure coherent and consistent enterprise 
governance of service transformation initiatives so that they achieve their full potential. 


Program Activity: Expenditure Management and Financial 
Oversight 


The Treasury Board is often referred to as “the budget office” because of the important role it 
plays, along with the minister of Finance and the prime minister, in managing and overseeing 
government expenditures. Supported by the Secretariat, the Treasury Board’s role is to ensure 
efficiency and effectiveness in federal expenditure management. The Expenditure Management 
and Financial Oversight program activity captures the Secretariat’s activities in support of this 
budget office role, specifically through: 


> providing advice to ministers with respect to resource allocation and reallocation, and the 
provision of expenditure authorities; 


» undertaking government-wide expenditure and performance analysis, and oversight of 
estimates and government supply; and 


» ensuring that accurate and timely financial and performance information from departments 


and agencies is available and reported, to support Public Accounts and budget office 
functions. 


This program activity also includes the management and administration of central funds. 
Managing access to the central reserves under Treasury Board control is the core business of this 
program activity. These centrally managed funds were administered in accordance with the 
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applicable legislation and/or Treasury Board policies and standards, and they include funds 
related to: 


Government Contingencies (Secretariat Vote 5); 
Government-wide Initiatives (Secretariat Vote 10); 


> 
> 
> Public Service Compensation (Secretariat Vote 20); and 
> 


Public Service Insurance (Secretariat Vote 20).* 


In addition to the priorities outlined below, other ongoing performance highlights with respect to 
this Program Activity include: 


> the preparation and maintenance of the Public Accounts, the government’s financial 
statements, and the ongoing development and maintenance of the government-wide Chart of 
Accounts; 


> coordination of the Budget 2006 commitment to identify savings of $1 billion in 2006-07 and 
2007-08 from direct program spending; 


>» successful management and preparation of the government’s Main Estimates and 
Supplementary Estimates, including coordinating the tabling of 88 departmental performance 
reports for fiscal year 2005—06, and 54 reports on plans and priorities for both the 2006—07 
and 2007-08 fiscal years; and 


> successful coordination, implementation, and reporting of Governor General’s special 
warrants to ensure essential government operations for the balance of 2005—06 and the first 
45 days of 2006-07, in response to the November 2005 dissolution of Parliament. 


The following table summarizes the priorities and expected results in support of the Expenditure 
Management and Financial Oversight program activity for the 2006—07 reporting period: 


8. Note that no priorities were identified for management of these funds in 2006-07. For further details on these 
funds, please see Table 3 in Section III of this report. 
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Program Activity: Expenditure Management and Financial Oversight 


Supporting Priority: Strengthening Results-oriented Expenditure Management 


Leadership is provided in 
reviewing the government's 
expenditure management 
system and strengthening the 
role of the Treasury Board. 


Results-based management 
and information on programs 
and spending is improved. 


Expenditure Management review 
is completed and the Treasury 
Board’s contribution to Cabinet 
priority setting and the annual 
budget process are 
strengthened. 


The quality of financial, 
management and program 
performance information across 
government is improved through 
the implementation of the MRRS 
Policy. 


The Secretariat's capacity to 
assess and advise on program 
spending, management, and 
results is strengthened. 


The tools, information, networks, 
and frameworks required to 
support horizontal program 
management are improved. 


Continued progress in the 
development of a proposal to 
review the government's 
Expenditure Management 
System. 


Options for implementation of 
accrual accounting and 
appropriations is being 
developed. 


An implementation process in 
support of the MRRS Policy was 
launched to strengthen results- 
based management and 
performance information in 
departments. 


An evaluation framework for 
implementation of the MRRS 
Policy was developed. 


Progress was made in identifying 
information systems 
requirements to support the 
budget office systems renewal. 


A prototype for monthly 
expenditure reports is under 
development. 


The renewed Evaluation Policy 
was developed and is expected 
to be implemented in 2007-08. 


Programs related to climate 
change and Aboriginal issues 
were reviewed. 


The Horizontal Management 
Accountability and Reporting 
Framework for Clean Air was 
developed for implementation. 


The Performance Management 
Desktop Web tool was 
developed. 


9. The expected results outlined in this performance report were identified as “subcommitments” in the 2006-07 


RPP. 
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Commitment 


Leadership is provided in reviewing the government’s expenditure management system and 
strengthening the role of the Treasury Board. 


Results achieved 
Review of the Expenditure Management System 


The Expenditure Management System (EMS) is the framework for supporting responsible and 
effective spending by the government through the identification and implementation of the 
government’s spending plans and priorities within the monetary limits established by the budget. 
The EMS governs how money is spent, how much, on what, and for what purpose. 


A key focus of the government’s renewal of the EMS is to improve the quality, timeliness, 
coverage, and use of performance information to support managing, decision making, and 
reporting on results. Specifically, the renewed approach aims to better support Cabinet ministers 
in making integrated spending decisions that take into account the performance, relevance, and 
value for money of government spending. 


As such, and in accordance with Budget 2006, the Secretariat, in collaboration with the Privy 
Council Office and the Department of Finance Canada, undertook a fundamental reassessment of 
the government’s expenditure planning, budgeting, and decision-making processes. 


From this assessment, an integrated package of measures was developed to renew the EMS. It is 
expected that a renewed EMS will strengthen the management of overall spending by 
establishing clear responsibilities for departments to better define the expected outcomes of 
government programs and ensure that they are managed efficiently and effectively and that they 
align with other programs. 


As the different elements of the renewed EMS are implemented, the government will have more 
complete information with which to review spending to ensure efficiency, effectiveness, and 
ongoing value for money and to subsequently improve the quality of departmental and 
government-wide financial and non-financial reporting to Parliament. 


Building upon its response to the House of Commons Standing Committee on Government 
Operations and Estimates, the Secretariat is currently developing a complete accrual-based 
budgeting and appropriations system. As indicated by the government’s response to the 12th 
Report of the Standing Committee on Public Accounts, the Secretariat will present 
implementation options and considerations for discussion and debate by Parliament in 2007-08. 
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Lessons learned 


To further improve expenditure management, the government must take a whole-of-government 
perspective on both financial and non-financial information, including the value for money and 
results achieved by government programs and services. 


Effective financial management requires clear accountabilities and professional leadership within 
the Secretariat and in departments and agencies, as well as good governance, sound policies and 
processes, and timely and accurate information. The key elements of the new approach will 
require three to five years to reach full maturity and will require dedicated effort both within the 
Secretariat and across government. 


Commitment 

Results-based management and information on programs and spending is improved. 
Results achieved 

Implementation af the MRRS Policy 


As a result of the MRRS implementation, in November 2006, the President of the Treasury 
Board tabled for the first time 88 Program Activity Architecture-based departmental 

performance reports (DPRs) on behalf of the government, thus completing the first full Estimates 
cycle based on MRRS. These 2005—06 DPRs more closely reflected what organizations do and 
how they manage their resources. They also provided more in-depth and systematic information 
on departmental expenditures and performance that is consistent with each department’s MRRS. 
It is clear that the new structure provided parliamentarians and Canadians with enhanced tools to 
support their scrutiny of government expenditures. 


Further to the initial implementation of the MRRS, it became evident that a government-wide 
process for making amendments to departmental program activity architectures (PAAs) would be 
necessary to increase the standardization and accuracy of PAAs. After two years of the 
amendment process, the 2007-08 Estimates cycle provides a much more stable PAA structure 
and a more consistent framework for examining spending across government. 


Encouragingly, many departments have made substantial progress in developing and using the 
MRRS as their management and reporting tool, with an increased focus on identifying key 
departmental outcomes. A well-functioning PAA is a critically important departmental 
management tool and, as a result, has been incorporated as a clear expectation in the 
Management Accountability Framework. 
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The Secretariat has successfully managed the first step of the MRRS implementation, wherein 
departments were to develop fully articulated PAAs by identifying, situating, and describing all 
of their programs down to a common level of detail across the government, as well as to refine 
their strategic outcomes and Program Activity elements. As a result of this process, 

96 departments and agencies came forward with changes to their departmental strategic 
outcomes and/or PAAs. 


Furthermore, the second step of this process, during which departments and agencies are to 
define their Performance Measurement Framework and Governance Structure for their entire 
PAA, is still ongoing. The Secretariat is committed to assisting individual departments with the 
development of their performance measurement frameworks. 


Full implementation of the MRRS Policy is an essential element of the renewed Expenditure 
Management System, and the government intends to complete implementation of the Policy over 
the course of the next two planning cycles. 


Once mature, fully implemented, and supported by the information systems needed to meet 
budget office information requirements, the MRRS will provide a coherent inventory of all 
government programs aligned to strategic outcomes and the related financial and non-financial 
program performance information necessary to support allocation and reallocation decisions by 
departments and by Cabinet and to support better reporting to Parliament. 


Strengthening the evaluation function 


The evaluation function’s objective is to provide timely, reliable, neutral results and value-for- 
money information to inform decision making on and accountability for policy, expenditure 
management, and program improvements. It complements and builds on the performance 
frameworks and performance information in MRRS by assessing the continued relevance and 
performance of programs and, as part of that process, looks behind the performance information 
to determine what it means and how performance and expenditure management can be improved 
to increase results for Canadians. 


Extensive work has been undertaken by the Secretariat to renew the evaluation function across 
the government. A proposed new evaluation policy, directive, and standards, along with 
supporting guidelines, are currently being developed. As a first step, the Secretariat has 
developed a rapid value-for-money assessment tool that is currently being piloted by four 
departments to test its viability. Once lessons learned from the pilots are incorporated, the tool 
will be made available to the general evaluation community. 
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The renewed evaluation function will, once fully implemented, provide departments with 
comprehensive value-for-money assessments of their programs over a five-year cycle. Its 
increased focus on quality and rigour will also improve the credibility and objectivity of 
evaluations. It will ensure that departments have a suite of evaluation tools to align the intensity 
and scope of evaluations with the risk, scale, and impact of the spending program. 


Tools and frameworks required to support horizontal program management 


The Secretariat, in keeping with its commitment to review horizontal and cross-cutting programs, 
made progress on several fronts related to horizontal program management, including: 


» the development of the Horizontal Management Accountability and Reporting Framework 
(HMARF) for Clean Air; 


» the completion of the Performance Management Desktop (PMD) Web tool, which is a 
corporate resource for TBS; and 


> continued development of guidance for central agencies and departments on horizontal 
expenditure management. 


Lessons learned 


Departmental MRRS are slowly improving, however continued refinements are needed, as some 
departments still remain challenged by the requirements of MRRS implementation. Clearly, 
moving to a more structured performance measurement framework for departmental 
programming is a major cultural change and thus will take some years to complete successfully. 
The Secretariat will continue to work closely with departments over the next fiscal year to assist 
with the continuing implementation of the MRRS. 


In addition, horizontal reviews are an important tool to support Cabinet in assessing programs 
and their contributions to the achievement of government-wide priorities. These reviews can 
serve to assess performance in the growing number of government-wide policy areas and 
whether there are opportunities for improved alignment and coordination across government. It 
is expected that the ongoing horizontal review process will identify areas where effectiveness 
and efficiencies can be improved, including through the elimination of overlap and duplication. 


Finally, the renewal of the Evaluation Policy was a challenging task, particularly given the range 
of issues that the Policy needed to address. Various lessons learned can be drawn from this 
experience. First, engaging departments, as well as other key stakeholders, throughout the policy 
development process was critical in order to ensure buy-in and to anticipate any policy 
implementation challenges and risks. Second, a strong leadership and oversight role of the 
Secretariat in evaluation (particularly capacity building and training) is key to the successful 
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implementation of the Policy. Finally, the evaluation function needs backbone and support in 


order to be effective. 


Program Activity: Corporate Strategy and Services 


The Corporate Strategy and Services program activity is comprised of internal management 
functions that aim to ensure that the Secretariat is well managed and accountable, and that resources 
are allocated to achieve Secretariat results. This includes key corporate functions such as: 


EO ENG” 


ensuring effective and efficient corporate services; 
ensuring effective corporate governance and accountability; 


providing integrated support to the Treasury Board; and 


» advising on communication of policies, programs, and services and providing effective 
internal and external communications. 


The following table summarizes the Secretariat’s priorities in support of the Corporate Strategy 
and Services program activity, and its expected results, for the 2006—07 reporting period: 


Program Activity: Corporate Strategy and Services 


RPP Commitments 


Secretariat support to the 


Treasury Board is strengthened 


through the adoption of a 
renewed approach to Treasury 
Board operations. 


Supporting Priority: Strengthening Results-oriented Expenditure Management 


Expected Results” 


A shared understanding of and 
commitment to a renewed 
approach to supporting the 
Treasury Board is developed. 


A new intranet site is developed 
and implemented. 


Summary of Achievements 


Plans to develop a Secretariat 
charter were expanded into a 
more comprehensive change 
management exercise to 
reposition the Secretariat to 
better carry out its management 
board and budget office roles in 


support of the Treasury Board. 


Numerous learning and 
knowledge management events 
were held to support core 
Secretariat functions. 


A new Secretariat intranet site 
was developed and launched. 


10. The expected results outlined in this performance report were identified as “subcommitments’” in the 2006-07 


RPP. 
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RPP Commitments 


Internal management practices 
are improved in response to the 
Secretariat's MAF assessment 
and the survey on workplace 
well-being. 


xpected Re 


An assessment of the 
Secretariat’s change readiness 
was carried out and a 
transformation framework was 
developed that identifies critical 
success factors for enabling 
change and strengthening 
support to the Treasury Board. 


New approaches to strengthen 
Treasury Board operations are 
put into practice in cooperation 
with departments. 


Ninety-six per cent of the 
executives identified at the 
Secretariat have registered, 
taken the required authority 
delegation training, and/or 
validated their knowledge. 


An ES program was 
implemented to recruit, develop, 
and retain highly skilled, well- 

rounded ES employees. 


Human resources management 
is improved with progress on an 
open and transparent process for 
staffing, strengthened linkages to 
the Secretariat’s business 
planning, and development of a 
multi-year human resources 
framework. 


The new PAA developed and 
approved. Business planning 
was completed based on the 
revised PAA. 


An end-to-end review of the 
contracting process was 
completed. 


Internal stewardship is improved, 
with emphasis on improving the 
quality and timeliness of 
Treasury Board submissions and 
financial reporting. 


A tool kit, including a managers’ 
- guide to contracting, was 
completed. 


A risk-based internal audit plan 
for the Secretariat was 
developed. 


The Secretariat’s Sustainable 
Development Strategy was 
tabled in Parliament and its 
implementation is underway. 


RPP Commitments 


Commitment 
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Expected Results” 


Governance and strategic 
direction is strengthened, 
including renewal of the 
Secretariat's PAA and MRRS; 
continued integration of strategic, 
human resources, and business 
planning; and development and 
implementation of a corporate 
risk profile. 


Summary of Achievements 


Significant progress was made to 
strengthen the Secretariat's 
integrated planning and reporting 
function, relying extensively on 
the new Secretariat PAA as the 
core framework. 


Initial steps were taken to 
integrate human resources 
planning into the Secretariat's 
business planning. 


Significant progress was also 
made in building a first iteration 
of a corporate risk profile for the 
Secretariat, which is nearing 
completion. 


Secretariat support to the Treasury Board is strengthened through the adoption of a renewed 


approach to Treasury Board operations. 
Results achieved 
A renewed approach to supporting the Treasury Board 


Plans to develop a Secretariat charter were expanded into a more fundamental review of how to 
reposition the Secretariat to better carry out its management board and budget office roles in the 
context of a change management exercise. This exercise is currently underway and aims to align 
key processes to reflect a more strategic and risk-based approach to the Secretariat’s work, build 
relationships and processes with governmental stakeholders, and enhance the Secretariat’s 
internal capability to better support and enable change across government. 


Numerous learning and knowledge management events were held to support a shared and 
common understanding of Secretariat roles and responsibilities as they relate to management 
board and budget office functions: | 


> over 300 participants attended the Secretariat orientation and awareness sessions; and 


> over 60 information and training events were held related to management board and budget 
office functions, including training related to the MAF, MRRS, policy suite renewal, and the 
Management Reserve. 


Lessons learned 
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Given the depth and breadth of change facing the Secretariat, a fundamental review of how it 
carries out its management board and budget office roles was required. Early recognition of the 
requirement to expand initial efforts, to strengthen support to the Treasury Board into a broader 
change management exercise was an important lesson learned. 


The scope and complexity of the change management agenda has highlighted the importance of 
building consensus across the Secretariat and ensuring the alignment of the change agenda with 
other Secretariat priorities and activities, as well as broader government initiatives such as public 


service renewal. 
Commitment 


Internal-to-Secretariat management practices and oversight are improved in response to the 
Secretariat’s MAF assessment and survey on workplace well-being. 


Results achieved 
Governance and strategic direction 


Significant progress was made in efforts to strengthen the Secretariat’s integrated financial, 
planning, and reporting functions, including further integration of risk management and human 
resources within the annual cycle, as well as alignment of the Secretariat’s governance structure 
with its new PAA. 


Internal Stewardship 


The Secretariat has made significant progress in its internal management practices, particularly 
with respect to integrated financial and operational planning. Key results include: 
» the completion of a full corporate business planning cycle based on the new PAA; 


> simplified and automated business planning tools introduced to facilitate corporate planning 
across the Secretariat; 


» the completion of three internal financial reviews to assure alignment of corporate resources 
with priorities; 


» an end-to-end review of the contracting process, the development of a contracting tool kit, and 
the review of contracting delegations contracting authorities within the Secretariat: 


> an internal risk-based audit plan that is now in place; 


» the establishment of more robust procedures to ensure increased timeliness and quality of 
Secretariat-sponsored Treasury Board submissions; and 


2006-07 Departmental Performance Report 


» the tabling in Parliament on December 13, 2006, of the Secretariat’s Sustainable Development 
Strategy , which is expected to provide improved management of sustainable development 
within the Government of Canada, while improving environmental stewardship of the 
Secretariat’s own internal operations. 


Progress on an open and transparent process for staffing, strengthened linkages to the 
Secretariat's business planning, and development of a multi-year human resources framework 


The Secretariat made substantial progress on implementing an open and transparent process for 
staffing, as well as on strengthening the links between human resources requirements and 
corporate business planning. Achievements in this area include the following: 


» Ninety-six per cent of executives identified at the Secretariat have registered, taken the 
required authority delegation training, and/or validated their knowledge. 


» An analyst development program was successfully implemented to recruit, develop, and retain 
highly skilled, well-rounded employees who understand the Secretariat’s mandate and are 
able to contribute to all sectors across the Secretariat. 


Lessons learned 


In order to support decision making and accountability, the Secretariat will need to ensure that a 
robust internal evaluation function is established and maintained within the organization. This 
work will require development of a sound performance measurement framework to better assess 
expected results in each of its program activities. 


In the context of its dynamic change management agenda, the Secretariat will also need to build 
upon the progress already made in developing a corporate risk profile and ensure that integrated 
risk management practices are central to the ongoing management of the organization. 


Progress on the Secretariat's Management Accountability Framework Assessment 


The 2005—06 MAF assessment of Secretariat management indicated that the Secretariat had 
made significant progress in a number of areas, including: 


> leadership in horizontal initiatives and active engagement of departments and agencies; 

> effective stewardship in complying with financial and administrative policies; and 

> more effective integration of human resources and business planning. 

In its 2006-07 RPP, the Secretariat committed to improve on its 2005 MAF assessment and has 


made significant progress in this regard. The Secretariat will continue to take action in six key 


areas: 
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1. Governance structure: The Secretariat is developing performance measures to better assess 
its strategic outcomes and improve results-based management practices. 

2. Treasury Board submissions and compliance with Treasury Board conditions: The 
Secretariat is improving the timeliness of its own Treasury Board submissions through 
clarification of its governance structure. 

3. Evaluation function: The Secretariat has refocussed internal resources to strengthen its audit 
and evaluation capacity. 


4. Project management: The Secretariat is enhancing its project management capacity on key 
projects by ensuring the presence of explicit project management frameworks. 


5. Information and information technology (IT) management: The Secretariat is 
implementing a departmental IT risk management plan. 


6. Human resources management: The Secretariat is making important improvements to its 
human resources management by developing a multi-year framework and integrating human 
resources plans into its internal business planning process. 


The Secretariat has addressed and will continue to address issues in response to its MAF 
assessment through its priorities related to improving its internal management, as described each 
year in its RPP. 
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Section III: Supplementary Information 
Organizational Information 
Treasury Board of Canada Secretariat Organization 
—. The Honourable Vic Toews Pierre Poilievre 
Secretary of the 


Treasury Board 
Wayne G. Wouters 


Senior Associate Secretary 


Robert Fonberg 


Economic Sector 
Helen McDonald 


International Affairs, 
Security and Justice 
Daniel Jean 


Transformation Alignment Office 


Barbara Kieley 


Corporate Administrative 
Shared Services Initiative 
Glynnis French 


Labour Relations and 
Compensation Operations 
Heéléne Laurendeau 


Pensions and Benefits 
Phil Charko 


Legal Services 


Mylene Bouzigon 


Corporate Services 
Coleen Volk 


Associate Secretary 
Linda Lizotte-MacPherson 


Social and Cultural Sector 


Jeanne Flemming 


Government Operations 
Mary Chaput 


Associate Assistant Secretary 
Bob Carberry 


Expenditure Management 
David Moloney 


Deputy Assistant Secretary 
Wilma Vreeswijk 


Regulatory Affairs 
George Redling 


Chief Information Officer 
Ken Cochrane 


Deputy Chief Information Officer 
Jim Alexander 


Strategic Communications and 
Ministerial Affairs 
Phil Hurcomb 


Corporate Priorities and 
Planning 
Alister Smith 


Comptroller General 


of Canada 
Charles-Antoine St-Jean 


Internal Audit 
Jim Van Adel 


Financial Management 
and Analysis 


John Morgan 


Capacity Building and 
Community Development 


Ann Marie Sahagian 
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Table 1: Comparison of Planned to Actual Spending (including Full-Time 
Equivalents) 


Authorities Actual 


Program Activity 

Management and Expenditure 

Performance 119:134 13192025 = 1299512 134,649 142,470 138,797 
Comptrollership 22,005 2a209 41,894 41,711 43,898 32,580 


Centrally Managed Funds’ 1,433,386 1,423,799 2,426,820 2,427,986 2,281,742 1,537,987 


Revitalization of the Toronto 


Waterfront” : : - : 115,937 35,049 
Total 1,575,073 1,578,260 2,598,226 2,604,346 2,584,047 1,744,413 
Less: Non-respendable 

Revenue (10,513) (11,909) - (10,000) (26,935) (26,935) 
Plus: Cost of services 

received without charge lid o90 12,672 - 11,500 12,550 12,550 
Net Cost of the Secretariat 1,576,955 1,579,023 2,598,226 2,605,846 2,569,662 1,730,027 
Full-time Equivalents 996 1,048 1,341 1,351 1,385 179 


1. Total Authorities for Centrally Managed Funds include Secretariat Votes 5, 10, and 20, as well as other statutory 
votes related to public service pension and benefits. Votes 5 and 10 are special TB Votes that consist of funds 
used to supplement other appropriations. These transfers reduce the Secretariat’s Authorities, and the 
departmental performance reports of recipient departments and agencies report an increase in Authorities, as 
well as actual expenditures. 


2. In accordance with the February 6, 2006, changes in ministers’ responsibilities, this authority was transferred 
from Citizenship and Immigration Canada to the Treasury Board of Canada Secretariat through the 2006-07 
Supplementary Estimates. Subsequently, in accordance with the January 4, 2007, changes in ministers’ 
responsibilities, this authority will be transferred from the Treasury Board of Canada Secretariat to Environment 
Canada through the 2007-08 Supplementary Estimates. 
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Table 2: Resources by Program Activity 


($ thousands) 
2006-07 


Budgetary 


’ Contributions 
and other 
Transfer 
Payments 


Total: Gross Less: Total: Net 
Budgetary Respendable Budgetary 


Program Activity Expenditures Revenues Expenditures 


Operating 


Management and 
Expenditure Performance 


Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Comptrollership 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 


Centrally Managed Funds 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
Revitalization of the 
Toronto Waterfront’ 
Main Estimates 
Planned Spending 
Total Authorities 
Actual Spending 
Total 

Main Estimates 
Planned Spending 
Total Authorities 


Actual Spending 


132,722 
137,859 
145,660 
141,511 


41,894 
41,711 
43,668 
32,350 


2,558,500 
2,559,666 
2,446,477 
1,702,899 


2,133,116 
2,739,236 
2,636,999 


1,877,359 


20 
20 


520 


520. 


115,508 
35,038 


132,722 
137,859 
145,680 
141,531 


41,894 
41,711 
43,898 
32,580 


2,559,020 
2,560, 186 
2,446,992 
1,703,237 


115,937 
35,049 


2,733,636 
2,739,756 
2,192,007 


1,912,397 


132,200 
132,200 
165,250 
165,250 


135,410 
135,410 
168,460 


167,984 


129,512 
134,649 
142,470 
138,797 


41,894 
41,711 
43,898 
32,580 


2,426,820 
2,427,986 
2,281,742 
1,537,987 


115,937 
35,049 


2,598,226 
2,604,346 
2,584,047 


1,744,413 


1. In accordance with the February 6, 2006, changes in ministers’ responsibilities, this authority was transferred from 


Citizenship and Immigration Canada to the Treasury Board of Canada Secretariat through the 2006-07 
Supplementary Estimates. Subsequently, in accordance with the January 4, 2007, changes in ministers 


responsibilities, this authority will be transferred from the Treasury Board of Canada Secretariat to Environment 
Canada through the 2007—08 Supplementary Estimates. 
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Table 3: Voted and Statutory Items 
(sthousalice) 


ing Authorities 
Ifitos 156,963 


1 Program Expenditures 150,649 155,43 
2 Contributions’ = 114,993 34,700 
President of the Treasury Board—Salary 
(S) and motor car allowance 1S 73 1S 73 
(S) Contributions to employee benefit plans 20,684 20;3500 14,689 14,689 
(S) Spending proceeds from the disposal of 
surplus Crown assets - - AZ, - 
5 Government Contingencies” 750,000 750,000 594,031 ie 
10 Government-wide Initiatives® 13,000 10,220 3,503 - 
15 Collective Bargaining’ : : : 
20 Public Service Insurance” 1,663,800 1,667,746 1,666,846 1,525,831 
(S) Public Service Pension Adjustment Act 20 20 is, 15 
(S) Unallocated employer contributions made . 


under the Public Service Superannuation 
Act and other retirement acts and the 
Employment Insurance Act. - - A0DS7 TOLD OF, 


(S) Payments for the pay equity settlement 
pursuant to section 30 of the Crown 


Liability and Proceedings Act - - 1,584 1,584 
Total Treasury Board of Canada 
Secretariat 2,598,226 2,604,346 2,584,047 1,744,413 


1. In accordance with the February 6, 2006, changes in ministers’ responsibilities, this authority was transferred from Citizenship and 
Immigration Canada to the Treasury Board of Canada Secretariat through the 2006-07 Supplementary Estimates. Subsequently, 
in accordance with the January 4, 2007, changes in ministers’ responsibilities, this authority will be transferred from the Treasury 
Board of Canada Secretariat to Environment Canada through the 2007-08 Supplementary Estimates. 


2. Vote 5, Government Contingencies, supplements other appropriations to provide the government with the flexibility to meet 
unforeseen expenditures until parliamentary approval can be obtained and to meet additional pay list costs, such as severance 
pay and parental benefits, that are not provided for in departmental estimates. These transfers reduce the Treasury Board of 


Canada Secretariat's Authorities, and the departmental performance reports of recipient departments and agencies show an 
increase in Authorities. 


3. Vote 10, Government-wide Initiatives, supplements other appropriations in support of the implementation of strategic 
management initiatives in the public service of Canada. These transfers reduce the Treasury Board of Canada Secretariat's 
Authorities, and the departmental performance reports of recipient departments and agencies show an increase in Authorities. 


4. Vote 15 supplements other appropriations to provide funding for the increased personnel costs of collective agreements between 
the Treasury Board and collective bargaining units representing public servants, as well as collective agreements signed by 
separate employers. Authorities are initially increased in Secretariat Vote 15 through Supplementary Estimates and then 
subsequently transferred to Operating Votes of recipient departments. 


5. Vote 20, Public Service Insurance, covers the payment of the employer's share of health, income maintenance, and life insurance 
premiums; payments to or in respect of provincial health insurance plans; provincial payroll taxes; pension, benefit, and insurance 


plans for employees engaged locally outside Canada; and the return to certain employees of their share of the unemployment 
insurance premium reduction. 
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Table 4: Services Received Without Charge 


2006-07 
Actual 
Spending 
Accommodation provided by Public Works and Government Services Canada 9,211 
Salary and associated expenditures of legal services provided by the Department of 
Justice Canada 3,338 
Total 2006-07 Services received without charge 12,550 
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-Respendable Revenue 


Table 5: Sources of Respendable and Non-respendable Revenue 


($ thousands) _ 


Management and 
Expenditure Performance 


Revenue related to the 
administration of the Public 
Service Superannuation Act 


(PSSA)' 2,192 2,535 37210 
Comptrollership 

Centrally Managed Funds 

Revenue related to Public 

Service Insurance**” 174,235 157,726 132,200 
Total Respendable Revenue 176,427 160,261 135,410 


norities Actual — 


3,210 3,210 2,734 
132,200 165,250 165,250 
135,410 168,460 167,984 


1. Respendable revenue is used to cover salaries and operating costs from Public Service Superannuation in 
respect of chargeable costs associated with administering the Public Service Superannuation Act. 


2. Respendable revenue is used to cover health care insurance plan costs from revolving funds and from 
departments and agencies that pay for employee benefit plans from a non-statutory appropriation. The recovery 
is based on 8 per cent of the total monthly personnel costs. This account is also used to record the pensioner's 


share of Pensioners’ Dental Services Plan (PDSP) contributions. 


3. Planned revenue is forecast based on historical payroll costs. In accordance with government revenue 
respending policy, Total Authorities may be increased by up to 125 per cent of planned revenue to compensate 
for higher than forecast payroll costs. Any revenue above the 125 per cent is frozen and is deposited to the 


Consolidated Revenue Fund. 
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Table 5: Sources of Respendable and Non-respendable Revenue (cont’d) 


Non-respendable Revenue 


2006-07 


Actual Actual Main Planned Total 
2004—05 2005-06 Estimates Revenue Authorities Actual 


Recovery of health benefits costs in 
excess of respendable amount? - - - - 14,229 14,229 


Revenue from parking fees’ 10;512 11,168 - 10,000 11325 112325 


External revenue from Access to 
Information requests 1 1 - - 3 3 


Revenue related to the 
administration of the Public Service 


Superannuation Act (PSSA)° : 549 : : 576 576 
Refunds of previous years 

expenditures - 186¥/ - - Viz 772 
Disciplinary penalties : 33 : = 18 18 
Proceeds from the disposal of 

surplus Crown assets - - - - 10 10 
Other - - - - 3 3 


Total Non-respendable Revenue 10,513 11,909 " 10,000 26,935 26,935 


4. This represents revenue from monthly remittances of parking fees from Health Canada and the Payroll System 
General Ledger. Parking fees are collected from public servants in government-owned or -leased facilities. As the 
Treasury Board of Canada Secretariat is responsible for the parking policy, it became the repository for the fees. 


5. This represents the non-respendable revenue portion received from Public Service Superannuation in respect of 
chargeable costs associated with administering the Public Service Superannuation Act, and covers the costs of 
employee benefit plans, health, and accommodation. 
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Planned Spending 
Actual Spending 


Expenditure Management Sector 
Planned Spending 
Actual Spending 
Labour Relations and. 
Compensation Operations Branch 
Planned Spending 
Actual Spending 


Pensions and Benefits Sector 
Planned Spending _ 
Actual Spending 


Chief Information Officer Branch 
Planned Spending 
Actual Spending 


Social and Cultural Sector 
Planned Spending 
Actual Spending 


Economic Sector 
Planned Spending 
Actual Spending 


Government Operations Sector 

Planned Spending 

Actual Spending 
International, Security and 
Justice Sector 

Planned Spending 

Actual Spending 


Other Sectors® 
Planned Spending 
Actual Spending 


Office of the Comptroller General 


15,468" 
22,636 


10,386 
10,862 


7,001 
1,293 


23,412 
24,581 


4,887 
4,216 


5,328 
4,442 


9,342 
10,316 


5,248 
4,412 


A287" 
10,484 


Table 6: Resource Requirements by Branch or Sector ) 


849 


28,065 
21,016 


750,000 765,468 
= 22,636 


10,386 
10,862 


1,667,766 
1,920,691 


1,674,767 
1,533,125 


23,412 
24,581 


4,887 
4,216 


5,328 
4,442 


9,342 
10,316 


5,248 
4,412 


4,237 
11,333 
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Table 6: Resource Requirements by Branch or Sector (cont’d) 
| : 2006-07 


Management : Revitalization 
and Centrally of the 
_Expenditure Managed Toronto 


Organization ($ thousands) _ Performance Comptrollership Funds Waterfront Total 


Branches under Corporate 
Strategy and Services” 


Planned Spending 49,340 13,646 10,220 73,206 

Actual Spending ; 39,556 AG TAD 12,156 35,049 97,475 
Total 

Planned Spending 134,649 41,711 2,427,986 - 2,604,346 

Actual Spending 138,797 32,580 1,537,987 35,049 1,744,413 


1. Planned Spending did not include funding of $7.3 million received in Supplementary Estimates for the Expenditure Management 
Information System. 

2. Vote 5 shows no actual expenditures because funds are transferred to other departments, reducing the Secretariat's Authorities. Funds 
totalling $156 million were transferred to other departments from Vote 5 in 2006-07 to cover pay list costs such as severance pay and 
parental benefits that are not provided for in departmental estimates. 

3. Includes Regulatory Affairs, Corporate Administrative Shared Services, Transformation Alignment Office, Blue Ribbon Panel (Federal 
Accountability Act), and Climate Change Review. 

4. Planned Spending did not include funding of $8.5 million received in Supplementary Estimates for the Corporate Administrative Shared 
Services Initiative. 

5. Includes the President's Office, Secretary’s Office, Associate Secretary's Office, Legal Services, Strategic Policy and Communications, 
Corporate Services, and other central costs. 
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Table 7-A: User Fees—User Fees Act 


(Access to Information and Privacy Office, Treasury Board of Canada Secretariat) 


Fees Access to Response 2007-08 400.0 
charges for | products | /nformation provided within | deadlines met} 59 

the Act (ATIA) 40 days folowing |Seteoftne. a 4108 
processing receipt of 2009-10 420.0 


request; the 
response time 
may be extended 
pursuant to 
section of the 
ATIA. Notice of 
extension to be 
sent within 

30 days after 
receipt of 
request. The 
ATIA provides 
fuller details; see 
http://laws. justice. 
gc.ca/en/showtd 
mics/A-. 


of access 
requests 
filed under 
the Access 
to 
Information 
Act 


Subtotal 2007-08 2007-08 

Subtotal | 2008-09 | 2008-09 

Subtotal | 2009-10 | 2009-10 
Total Total 


B. Date Last Modified: N/A 


C. Other Information 


It is the Department's practice to waive fees where the total owing per request amounts to less than $25.00, when the request has not been answered 
within the legislated time frames and additional costs would normally have been incurred, or there is a public interest in disclosure. There was a 

significant increase in the number of times fees were waived in 2006-07, due to the informal processing of monthly requests for the reports generated 
by the Coordination of Access to Information Requests System (CAIRS). It was also due to a new electronic disclosure service that we are now able to 


offer. In order to reduce costs and increase efficiency, documents released are occasionally provided on CD-ROM, which means that no reproduction 
|fees are charged to the applicant. 
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Table 7-B: User Fees—Policy on Service Standards for External Fees 


(Access to Information and Privacy Office, Treasury Board of Canada Secretariat) 


Supplementary information on user fees can be found at 
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 


Table 8: Details on Project Spending 


Supplementary information on project spending can be found at 
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 


Table 9: Details on Transfer Payment Programs (TPPs) 


During the 2006-07 reporting period, the Secretariat was responsible for one TPP: the Toronto 
Waterfront Revitalization Initiative. 


Supplementary Information on TPPs can be found at 
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 
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Table 10: Financial Statements of Departments and Agencies (including 
Agents of Parliament) 


Statement of Management Responsibility for Financial Statements 


Responsibility for the integrity and objectivity of the accompanying financial statements for the 
year ended March 31, 2007, and all information contained in these statements rests with the 
management of the Treasury Board of Canada Secretariat. These financial statements have been 
prepared by management in accordance with Treasury Board accounting policies, which are 
consistent with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial 
statements. Some of the information in the financial statements is based on management’s best 
estimates and judgment, and gives due consideration to materiality. To fulfil its accounting and 
reporting responsibilities, management maintains a set of accounts that provides a centralized 
record of the Secretariat’s financial transactions. Financial information submitted in the 
preparation of the Public Accounts of Canada and included in the Secretariat’s Departmental 
Performance Report 1s consistent with these financial statements. 


Management maintains a system of financial management and internal control designed to _ 
provide reasonable assurance that financial information is reliable, that assets are safeguarded, 
and that transactions are in accordance with the Financial Administration Act, are executed in 
accordance with prescribed regulations, within parliamentary authorities, and are properly 
recorded to maintain accountability of government funds. Management also seeks to ensure the 
objectivity and integrity of data in its financial statements through careful selection, training, and 
development of qualified staff, through organizational arrangements that provide appropriate 
divisions of responsibility, and through communication programs aimed at ensuring that 
regulations, policies, standards, and managerial authorities are understood throughout the 
Secretariat. 
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The system of internal control is augmented by Internal Audit, which conducts periodic audits 
and reviews of different areas of the department’s operations. In addition, the Chief Audit 
Executive has free access to the Audit Committee, which oversees management’s responsibilities 
for maintaining adequate control systems and the quality of financial reporting, and which 
recommends the financial statements to the Secretary of the Treasury Board. 


The financial statements of the Secretariat have not been audited. 


ee ee. 


Wayne G. Wouters 

Secretary of the Treasury Board 
Ottawa, Canada 

August 28, 2007 


ee 


Coleen Volk 

Senior Financial Officer 
Ottawa, Canada 

August 28, 2007 
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Treasury Board of Canada Secretariat 


Statement of Operations (Unaudited) 


For the year ended March 31 
($ thousands) 


EXPENSES (Note 5) 


Centrally Managed Funds (Note 4) 1,523,483 1,423,797 
Management and Expenditure Performance 150,428 147,180 
Comptrollership 35,974 25; tar 
Revitalization of Toronto Waterfront 35,048 - 
TOTAL EXPENSES 1,744,933 1,596,094 — 
REVENUES (Note 6) 
Centrally Managed Funds e325 11,168 
Management and Expenditure Performance 3,396 3,695 
Comptrollership rE 79 | 
TOTAL REVENUES | oe 4 6c) ace 
NET COST OF OPERATIONS 4,730,265 1,581,152. 


The accompanying notes form an integral part of these financial statements. 
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($ thousands) 
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_ 2007 2006 


ASSETS 
Financial assets 

Accounts receivable (Note 7) 
Non-financial assets 

Tangible capital assets (Note 8) 
TOTAL ASSETS 


LIABILITIES 
Accounts payable and accrued liabilities (Note 9) 
Vacation pay and compensatory leave 


Employee severance benefits (Note 10) 


EQUITY OF CANADA 
TOTAL 


Contingent liabilities (Note 11) 


184,124 194,736 
4,020 649 
188,144 195,385 
598,190 385,233 
5,204 4317 
20,531 17,245 
623,925 406,795 
(435,781) (211,410) 
188,144 195,385 


The accompanying notes form an integral part of these financial statements. 
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Treasury Board of Canada Secretariat 
Statement of Equity of Canada (Unaudited) 
For the year ended March 31 

($ thousands ) 


Hanae Canada. peainnina ai year | 

Net cost of operations (1,730,265) 
Current year appropriations used (Note 3) 1,744,413 
Revenue not available for spending (26,163) 
Change in net position in the Consolidated Revenue Fund (Note 3) (224,906) 
Services provided without charge (Note 12) 12,550 
Equity of Canada, end of year (435,781) 


The accompanying notes form an integral part of these financial statements. 


(211,410) 


'(545,599) 
(1,581,152) 
1,578,259 
(12,400) 
336,810 
12,672 
(211,410) 


Treasury Board of Canada Secretariat 
Statement of Cash Flow (Unaudited) 


For the year ended March 31 
($ thousands) 


Operating activities 
Net cost of operations 


Non-cash items: 


Amortization of tangible capital assets (Note 8) 


Gain on disposal of tangible capital asset 
Services provided without charge (Note 12) 
Variations in Statement of Financial Position: 
Increase (decrease) in accounts receivable 
Decrease (increase) in accounts payable: 
Accounts payable and accrued liabilities 
Vacation pay and compensatory leave 
Employee severance benefits 
Decrease in deferred revenues 
Cash used by operating activities 
Capital investment activities 
Acquisition of tangible capital assets 


Transfer-in of tangible capital assets 


Proceeds from disposition of tangible capital assets 


Cash used by capital investment activities 


Financing activities 


Net cash provided by the Government of Canada 


1,730,265 


(344) 
10 
(12,550) 


(10,612) 


(212,957) 
(887) 
(3,286) 


1,489,639 


3,893 

26 
(214) 
3,705 


(1,493,344) 


The accompanying notes form an integral part of these financial statements. 


1,981,152 


(668) 
5 
(12,672) 


111,459 


225,473 
36 
(2,715) 
551 
1,902,623 


(1,902,669) 
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1. Authority and Objectives 


Under the broad authority of sections 5 to 13 of the Financial Administration Act, the Treasury 
Board of Canada Secretariat supports the Treasury Board as a committee of ministers in its role 
as the general manager and employer of the public service. It is headed by a secretary, who 
reports to the president of the Treasury Board. 


The mission of the Secretariat is to ensure that the rigorous stewardship of public resources 
achieves results for Canadians. 


The core business of the Secretariat is currently organized into the following key areas of 

program activity: 

a) Centrally Managed Funds 
This program activity provides sound management and administration of central funds 
related to government contingencies; government-wide initiatives; and public service 
pensions, benefits, and insurance. 


b) Management and Expenditure Performance 
This program activity seeks to promote sound public management by defining clear and 
achievable management expectations for the use of resources, supporting collaborative 
labour relations, monitoring expenditure performance, aligning resources with government 
priorities, and reporting results to Parliament. 


c) Comptrollership 
This program activity aims to put in place effective audits, financial and management 


controls, and oversight and reporting mechanisms, and to provide assurance that value for 
money is being achieved through investments made with public funds. 


Another activity was under the responsibility of the Secretariat for the 2006-07 fiscal year 
only: 


d) Revitalization of the Toronto Waterfront 


The Toronto Waterfront Revitalization Initiative (TWRI) is both an infrastructure and urban 
renewal investment. The purpose of the TWRI is to revitalize the Toronto waterfront through 
investments in both traditional city-building infrastructure, such as local transportation and 
sewers, and more contemporary urban development, including parks, green spaces, tourism- 
related facilities, and the redevelopment of underutilized post-industrial areas. 


2. Significant Accounting Policies 


The financial statements have been prepared in accordance with Treasury Board accounting 


policies, which are consistent with Canadian generally accepted accounting principles for the 
public sector. 
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Significant accounting policies are as follows: 
a) Parliamentary appropriations 


The Secretariat is financed by the Government of Canada through parliamentary appropriations. 
Appropriations provided to the Secretariat do not parallel financial reporting according to 
generally accepted accounting principles, since appropriations are primarily based on cash flow 
requirements. Consequently, items recognized in the Statement of Operations and the Statement 
of Financial Position are not necessarily the same as those provided through appropriations from 
Parliament. Note 3 to these financial statements provides a high-level reconciliation between the 
bases of reporting. 


b) Net cash provided by the Government of Canada 

The Secretariat operates within the Consolidated Revenue Fund (CRF), which is administered by 
the Receiver General for Canada. All cash received by the Secretariat is deposited to the CRF 
and all cash disbursements made by the Secretariat are paid from the CRF. Net cash provided by 
the Government of Canada is the difference between all cash receipts and all cash disbursements, 
including transactions between departments and agencies of the Government of Canada. 


c) Change in net position in the Consolidated Revenue Fund 

The change in net position in the CRF is the difference between net cash provided by the 
government and appropriations used in a year, excluding the amount of non-respendable revenue 
recorded by the Secretariat. It results from timing differences between when a transaction affects 
appropriations and when it is processed through the CRF. 


d) Revenues 


Funds received from external parties for specified purposes are recorded upon receipt as deferred 
revenues. These revenues are recognized in the period in which the related expenses are incurred. 


Other revenues are accounted for in the period in which the underlying transaction or event 
occuired that gave rise to the revenues. 


e) Expenses 
Expenses are recorded on the accrual basis: 


> Grants are recognized in the year in which the conditions for payment are met. In the case of 
grants that do not form part of an existing program, the expense is recognized when the 
government announces a decision to make a non-recurring transfer, provided the enabling 
_ legislation or authorization for payment receives parliamentary approval prior to the 
completion of the financial statements. 


> Contributions are recognized in the year in which the recipient has met the eligibility criteria 
or fulfilled the terms of a contractual transfer agreement. 
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> Vacation pay and compensatory leave are expensed as the benefits accrue to employees under 
their respective terms of employment. 


> Services provided without charge by other government departments for accommodation and 
legal services are recorded as operating expenses at their estimated cost. 


f) Government-wide employee benefits 

Eligible public service employees participate in the Public Service Pension Plan sponsored by 
the Government of Canada. Contributions to the Plan for all departments and agencies, including 
additional contributions in respect of any actuarial deficiencies, are funded by the Secretariat as 
centrally managed funds, and they are expensed in the year incurred. The Secretariat recovers a 
portion of the pension contributions from other departments and agencies. 


The Government of Canada also sponsors a variety of other benefit plans that the Secretariat is 
responsible for administering and/or fund through its centrally managed funds. These benefits 
are recognized to expenses when they become due. A portion of these benefits is also recovered 
from other departments and agencies. 


For the pension benefits and other future employee benefits covered by these plans, actuarially 
determined liabilities and related disclosure are presented in the financial statements of the 
Government of Canada, the ultimate sponsor of these benefits. As administrator of the centrally 
managed funds, the Secretariat expenses these benefits or contributions as they become due and 
records no accruals for future benefits. This accounting treatment corresponds to the funding 
provided to the department through parliamentary appropriations. 


g) Departmental employee future benefits 
Pension benefits: Eligible employees of the Secretariat participate in the Public Service Pension 
Plan. The Secretariat’s share of contributions pertaining to the current service cost of its 


employees is-allocated to the expenses of the program activities of Management and Expenditure 
Performance, and Comptrollership in the year incurred. | 


Severance benefits: Employees are entitled to severance benefits, as provided for under labour 
contracts or conditions of employment. These benefits are accrued as employees render the 
services necessary to earn them. The obligation relating to the benefits earned by employees of 
the Secretariat is calculated using information derived from the results of the actuarially 
determined liability for employee severance benefits for the Government of Canada as a whole. 


h) Accounts receivable 


Accounts receivable are stated at the amount expected to be ultimately realized. A provision is 
made for receivables where recovery is considered uncertain. 
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i) Tangible capital assets 


All tangible capital assets having an initial cost of $10,000 or more are recorded at their 
acquisition cost. The Secretariat does not capitalize intangibles, works of art, and historical 
treasures that have cultural, aesthetic, or historical value. Amortization of tangible capital assets 
is done on a straight-line basis over the estimated useful life of the asset as follows: 


Asset class - Amortization period 


Machinery and equipment 3 to 5 years 

Motor vehicles 3 years 

Leasehold improvements Term of lease 

Assets under construction Once in service, in accordance with asset class 


j) Contingent liabilities 

Contingent liabilities are potential liabilities that may become actual liabilities when one or more 
future events occur or fail to occur. To the extent that it is likely that the future event will occur 
or will fail to occur, and a reasonable estimate of the loss can be made, an estimated liability is 
accrued and an expense recorded. If the likelihood is not determinable or an amount cannot be 
reasonably estimated, the contingency is disclosed in the notes to the financial statements. 


k) Measurement uncertainty 

The preparation of these financial statements in accordance with Treasury Board accounting 
policies that are consistent with Canadian generally accepted accounting principles for the public 
sector requires management to make estimates and assumptions that affect the reported amounts 
of assets, liabilities, revenues, and expenses reported in the financial statements. At the time of 
preparation of these statements, management believes the estimates and assumptions to be 
reasonable. 


The most significant items where estimates are used are contingent liabilities, the liability for 
employee severance benefits, and the useful life of tangible capital assets. Actual results could 
differ significantly from those estimated. Management’s estimates are reviewed periodically and, 
as adjustments become necessary, they are recorded in the financial statements in the year they 
become known. 


3. Parliamentary Appropriations 


The Secretariat receives most of its funding through annual parliamentary appropriations. Items 
recognized in the Statement of Operations and the Statement of Financial Position in one year 
may be funded through parliamentary appropriations in a prior, current, or future year. 
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Accordingly, the Secretariat has different net results of operations for the year on a funding basis 
than on an accrual basis. The differences are reconciled in the following tables: 


a) Reconciliation of net cost of operations to current year appropriations used: 


| Net cost of operations 1,730,265 1.58412.152 


Adjustments for items affecting net cost of operations but not affecting appropriations: 

Amortization of tangible capital assets (344) (668) 
Gain on disposal of tangible capital assets 10 mr 
Services provided without charge (12,550) (12,672) 
Vacation pay and compensatory leave (887) 36 
Employee severance benefits (3,286) (23715) 
Revenue not available for spending 26 so 12,400 
Other 1,068 693 

10,164 (2,919) 


Adjustments for items not affecting net cost of operations but affecting appropriations: 


Advances 91 (27) 
Acquisitions of tangible capital assets | 3,893 53 
3,984 © 26 

Current-year appropriations used 1,744,413 1578259 
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b) Appropriations provided and current-year appropriations used 


Voted authorities: 


Vote 1—Program expenditures 

Vote 2—Contributions 

Vote 5—Government contingencies 
Vote 10—Government-wide initiatives 


Vote 20—Public service insurance 


Statutory authorities: 


President of the Treasury Board—salary and motor car 
allowance 


Contributions to employee benefit plans 
Payments under the Public Service Pension Adjustment Act 


Payments for the pay equity settlement pursuant to section 30 
of the Crown Liability and Proceedings Act 


Unallocated employer contributions made under the Public 
Service Superannuation Act and other retirement acts, and the 
Employment Insurance Act 


Spending of proceeds from the disposal of surplus Crown 
assets 


Lapsed authorities: 


Vote 1—Program expenditures 

Vote 2—Contributions 

Vote 5—Government contingencies 
Vote 10—Government-wide initiatives 
Vote 20—Public service insurance 


Spending of proceeds from the disposal of surplus Crown 
assets 


Current-year appropriations used 


2007 
($ thousands) 
Lit, (39 192;342 
114,993 
594,031 - 
03 - 
1,666,846 1,653,700 
2001442 1,806,012 
73 12 
14,689 14,946 
a3) 6 
1,584 269 
TUoe 42,208 
17 > 
26,935 A504 
(20,775) (12,870) 
(80,293) 
(594,031) : 
(3,503) . 
(141,015) (272,384) 
(17) : 
(839,634) (285,254) 
1,744,413 1,578,259 


ans 


71 


Treasury Board of Canada Secretariat 


Treasury board of Canada oeci etal tee 


¥2 


c) Reconciliation of net cash provided by government current- 


year appropriations used 
Mee oh Saar Restated 


Net cash provided by government 1,493,344 1,902,669 
Revenue not available for spending 26; 163 12,400 
Change in net position in the Consolidated Revenue Fund: 
Variation in accounts receivable 10,612 (111,459) 
Variation in accounts payable and accrued liabilities: 
Accounts payable and accrued liabilities Z212:957 (225,473) 
Vacation pay and compensatory leave 887 (36) 
Other adjustments 450 158 
224,906 ————«(336,810) 
Current-year appropriations used 4.744.413 «1,578,259 


4. Centrally Managed Funds 


The Government of Canada sponsors defined benefit pension plans covering substantially all 
employees. The Secretariat funds the employer’s contributions to the Public Service Pension 


Plan and Retirement Compensation Arrangement, including additional contributions in respect of 
actuarial deficiencies. 


The Secretariat also funds payments to or in respect of: 


> 
> 


the employer’s share of contributions to the Public Service Death Benefit Account; 


the employer’s share of Canada/Quebec Pension Plan contributions and Employment 
Insurance premiums; 


the employer’s share of health, disability, and life insurance premiums and related Quebec 
sales tax; 


claims and related costs under the Public Service Dental Care Plan and the Pensioners’ Dental 
Services Plan; 


provincial payroll taxes; 


pension, benefit, and insurance plans for employees engaged locally outside Canada by 
Canadian missions abroad; and 


returns to certain employees of their share of the Employment Insurance premium reduction. 


Generally, Public Service Pension Plan contributions, Public Service Death Benefit Account 
contributions, Canada/Quebec Pension Plan contributions, and Employment Insurance premiums 
are recovered from all departments, agencies, and revolving funds pro-rata, based on salaries and 
wages incurred. Contributions to health care plans are recovered from certain departments and 
agencies, and all revolving funds based on 7.5 per cent (8 per cent in 2006) of salaries and wages 


incurred. 


A breakdown by major category is as follows: 


Expenses 


Public Service Pension Plan and Retirement Compensation 
Arrangement contributions 


Public Service Pension Plan and Retirement Compensation 
Arrangement contributions in respect of actuarial deficits 


Public Service Death Benefit Account contributions 
Canada/Quebec Pension Plan contributions 
Employment Insurance premiums 

Employment Insurance premium reduction 
Quebec Parental Insurance Plan premiums 

Public Service Health Care Plan premiums 

Public Service Dental Care Plan claims 
Pensioners’ Dental Services Plan claims 
Provincial health insurance plan premiums 
Provincial payroll taxes 


Group disability and life insurance premiums 


Pension and other government employee benefits in respect of 


locally engaged staff employed in Canadian missions abroad 


Pension and similar payments to former government employees 


Miscellaneous special payments, e.g. court awards 
Operating expenses 
Total Expenses 


Recoveries 


Contributions to government employee benefit plans recovered from 


other government departments and agencies 


2007 


($ thousands) 


2,110,191 


~ 9,500 
9,595 
512,102 
236,083 
1,214 
22,194 
549,845 
207,833 
94,562 
36,511 
419,201 
3135791 


43,904 
338 

1,584 
1,428 
4,569,876 


2,866,914 


2,235,456 


16,200 
9,568 
445,152 
296,490 
1,776 
5,333 
495,080 
194,491 
ThOTT 
38,812 
398,717 
288,736 


38,721 
304 


4,542,182 


2,960,659 
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Contributions to health care plans recovered from other government 


departments and agencies 138,051 
Pensioners’ contributions to the Pensioners’ Dental Services Plan 41,428 
Total Recoveries 3,046,393 
Net Expenses 1,523,483 


2006 


_ _ ($ thousands) 


112,626 
45,100 
3,118,385 
1,423,797 
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5. Expenses 


The following table presents details of expenses by category: 


Transfer payments 

Operating expenses: 

Centrally Managed Funds (Note 4) 
Departmental salary and employee benefits 
Professional and special services 
Accommodation 

Transportation and telecommunications 
Machinery and equipment 

Repairs and maintenance 

Information 

Utilities, materiel, and supplies 

Rentals 

Other subsidies and payments 
Amortization 

Total operating expenses 


Total Expenses 


6. Revenues 


Parking fees 
Recovery of pension administration costs 
Other revenues 


Total Revenues 


2007 


($ thousands) 
34,700 


1,523,483 
119,339 
43,258 
9,211 
5,002 
3,470 
1,639 
1,481 
1,478 

895 

633 

344 
1,710,233 
1,744,933 


2007 


($ thousands) 
Tto2g 
se Wy 
30 


14,668 


87 


1,423,797 
103,915 
43,984 
8,312 
4,514 
6,052 
1,285 
1,286 
1,249 

777 

168 

668 
1,596,007 
1,596,094 


11,168 
3,214 
560 
14,942 
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7. Accounts Receivable 


The following table presents details of accounts receivable: 


483,923 194.620 


| Pe cotccies vem other government departments and agencies : 
Receivables from external parties 162 Tia 
Advances to employees 39 33 
Deposits in transit to the Receiver General - 11 
Total Accounts Receivable 184,124 194,736 


8. Tangible Capital Assets 


Machinery and equipment 837 ete 131 ’ - (26) 942 


Motor vehicles 82 SIs) 24 (52) 89 
Leasehold improvements 1,893 - 59 - 1,952 
Assets under construction 160 Bo eT MPay d - (160) Sree 

2,972 3,893 83 (238) 6,710 


Machinery and equipment | 576 i. 149 | (1) 724 


Motor vehicles or 3h 10 (33) 54 
Leasehold improvements 1eaiO | 158 47 - 1,915 


Assets under construction - : ie x = 


2,323 344 57 (34) 2,690 
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Net book value Net book value 


2006 2007 
($ thousands) ($ thousands) 
Machinery and equipment 261 218 
Motor vehicles 45 af 
Leasehold improvements 183 a¥ 
Assets under construction 160 3,728 
649 4,020 


Amortization expense for the year ended March 31, 2007, is $344,155 ($667,818 in 2006). 
9. Accounts payable and accrued liabilities 


The following table presents the details of accounts payable and accrued liabilities: 


2007 2006 


($ thousands) 


Accounts payable to other government departments and 
agencies 466,607 267,477 


Accounts payable to external parties | 131,583 117,756 
Total accounts payable and accrued liabilities 598,190 SOieow 


10. Employee Benefits 


a) Pension benefits 

Eligible public service employees participate in the Public Service Pension Plan, which is 
sponsored and administered by the Government of Canada. Pension benefits accrue up to a 
maximum period of 35 years at a rate of 2 per cent per year of pensionable service times the 
average of the best five consecutive years of earnings. The benefits are integrated with the 
Canada/Quebec Pension Plan benefits and they are indexed to inflation. 


The Secretariat funds the employer contributions to the Public Service Pension Plan, including 
additional contributions in respect of actuarial deficiencies, on behalf of all government 
departments and agencies, and recovers a portion of those costs. During the year, the Secretariat 
contributed $10,826 thousand ($11,060 thousand in 2006) in respect of its own employees, 
which represents approximately 2.2 times (2.6 times in 2006) the contributions made by its 
employees. . 
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b) Severance benefits | 
The Secretariat provides severance benefits to its employees based on eligibility, years of 
service, and final salary. These severance benefits are not-pre-funded. Benefits will be paid from 
future appropriations. Information about the severance benefits, measured as at March 31, is as 


follows: 


Accrued benefit obligation, beginning of year 17,245 14,530 


Expense for the year 1,455 1,069 
Benefits paid during the year 1,831 1,350 
Accrued benefit obligation, end of year 20,531 17,245 


11. Contingent liabilities 


Claims have been made against the Secretariat in the normal course of operations. Legal 
proceedings for claims totalling approximately $64 billion ($34 billion in 2006) were still 
pending at March 31, 2007. Some of these potential liabilities may become actual liabilities 
when one or more future events occur or fail to occur. To the extent that the future event is likely 
to occur or fail to occur, and a reasonable estimate of the loss can be made, an estimated liability 
is accrued and an expense recorded on the department’s financial statements. No accrual for 
these contingent liabilities has been made in the financial statements. 


The most significant of these legal actions is described as follows: 


In September 1999, the Public Sector Pension Investment Board Act (Bill C-78) was passed by 
Parliament, providing for improvements in the financial management of federal public service 
pension plans, including the Public Service (PSSA), RCMP (RCMPSA), and Canadian Forces 
(CFSA) superannuation plans. The new Act authorized the president of the Treasury Board to 
debit the accounts in order to reduce the amount of certain excess balances in the superannuation 
accounts. In late 1999, the major public service unions and pensioner associations launched three 
lawsuits against the Crown challenging the validity of the legislation. A trial of the issue was 
held in the spring of 2007. A decision has not been rendered to date. 
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12. Related-party transactions 
Services provided without charge 


The Secretariat is related as a result of common ownership to all Government of Canada 
departments, agencies, and Crown corporations. The Secretariat enters into transactions with 
these entities in the normal course of business and on normal trade terms. 


During the year, the Secretariat received without charge from other departments accommodation 
and legal services. The services without charge have been recognized in the Statement of 
Operations as follows: 


2007 2006 
($ thousands) 
Accommodation : a Pe 8,312 
Legal services 3,338 4,360 
Total 12,550 12,672 


The government has structured some of its administrative activities for efficiency and cost- 
effectiveness purposes so that one department performs these on behalf of all departments 
without charge. The costs of these services, which include payroll and cheque issuance services 
provided by Public Works and Government Services Canada, are not included as an expense in 
the Statement of Operations. 


13. Comparative information 


Comparative figures have been reclassified to conform to the current year’s presentation. 
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Table 11: Response to Parliamentary Committees, and Audits and 
Evaluations 


Response to Parliamentary Committees 


Government Response to the First Report of the Standing Committee on Public Accounts 


In her observations on the 2005 Public Accounts, the Auditor General of Canada said she was pleased 
that the government had passed legislation in July 2005 enabling her to conduct performance audits of — 
foundations and most Crown corporations. She also pointed to the relatively small amount of foundation 
transfers—$535 million in 2004—05 versus more than $2 billion in some earlier years—as justification for 
her positive assessment of the government's efforts to improve the accountability of foundations 


http://cmte.parl.gc.ca/cmte/CommitteePublication.aspx? COM=10466&Lang=1&Sourceld=171829 


Government Response to the Fourth Report of the Standing Committee on Public Accounts 


Since the time of the 10th Report of the Standing Committee on Public Accounts of the 38th Parliament 
(the “10th Report”), the government has introduced the Federal Accountability Act (the Act) and Action 
Plan. The Bill was passed by the House of Commons in June 2006 and is currently before the Senate 
Standing Committee on Legal and Constitutional Affairs. The government recognizes the concerns raised 
in the 10th Report and believes that this response addresses those concerns regarding the management 
responsibilities of deputy ministers and their accountability before committees of Parliament by 
designating heads of departments and other federal government organizations as accounting officers. 
The government is committed to working with the Committee on matters of accountability and recognizes 


the dedication of all members of the Committee to improve those issues. 


http://cmte.parl.gc.ca/Content/HOC/committee/391/pacp/govresponse/rp2400532/391_pacp_rpt04_gr- 
e.html#intro 


Government Response to the Ninth Report of the Standing Committee on Public Accounts 


The Firearms Act was passed in 1995 and shortly thereafter the Canadian Firearms Program was 
established. Since its inception, this program has attracted considerable attention from parliamentarians. 
This attention was heightened when, in December 2002, the Auditor General of Canada tabled a report 
on the Canadian Firearms Program. At that time, the Auditor General found that Parliament was not kept 
informed about the dramatic cost increases of the Program. Parliament was thereby not given sufficient 
information to effectively scrutinize the Program and ensure accountability. In October 2003, the Public 
Accounts Committee reviewed this report and recommended that the government provide Parliament with 
‘more detailed information on the costs of the Program. 


In May 2006, the Auditor General released her Status Report, which contains follow-up audits of previous 
audits. In this report, the Auditor General followed up on the audit of the Canadian Firearms Program. 
During the course of this audit, officials at the Office of the Auditor General of Canada uncovered issues 
of significance to Parliament. Hence, the Auditor General decided to table a special report entitled | 
Government Decisions Limited Parliament's Control of Public Spending. This report outlines how two 
accounting “errors,” one made by the Department of Justice Canada in 2002-03 and the other by the 
Canada Firearms Centre in 2003-04, undermine the ability of the House of Commons to exercise control 
over government expenditures.[1] It also discusses how the accounting treatment of an ongoing contract 


may be inappropriate, as well as how key decisions taken within government regarding these accounting 
issues were not documented. 


| hittp://cmte. parl.gc.ca/cmte/CommitteePublication.aspx? COM=10466&Lang=1&Sourceld=195149 
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Response to the Auditor General of Canada, including to the Commissioner of the Environment 
and Sustainable Development (CESD) 


May 2006 Report of the Auditor General of Canada 
http://www.oag-bvg.gc.ca/domino/reports.nsf/html/O6menu_e.html 


Chapter 1: Managing Government Financial Information 
Chapter 6: Management of Voted Grants and Contributions 
Chapter 7: Acquisition of Leased Office Space 


November 2006 Report of the Auditor General of Canada 
http://www.oag-bvg.gc.ca/domino/reports.nsf/html/O6menu_e.html 

Chapter 1: Expenditure Management System at the Government Centre 

Chapter 2: Expenditure Management System in Departments 

Chapter 3: Large Information Technology Projects 

Chapter 5: Relocating Members of the Canadian Forces, RCMP and Federal Public Service 


Chapter 11: Protection of Public Assets—Office of the Correctional Investigator 


Chapter 12: Role of Federally Appointed Board Members—Sustainable Development Technology 
Canada 


October 2006 Report of the Commissioner of the Environment and Sustainable Development 
(CESD) 


http://www.oag-bvg.gc.ca/domino/reports.nsf/html/c2006menu_e.html 
Chapter 1: Managing the Federal Approach to Climate Change 
Chapter 4: Sustainable Development Strategies 

Chapter 5: Environmental Petitions 


Internal Audits or Evaluations 


Internal audits 

Audit of Accounts Payable (Preliminary Survey completed. Detailed Examination Phase deferred until 
2008-09) 

Other projects 

Review of Translation and Editing Services (to be tabled for approval in the fall of 2007) 
Development of the Secretariat's Risk-based Audit Plan (completed) 


‘| Evaluations 
Evaluation of Foundations As Instruments of Public Policy (completed) 
http://www.tbs-sct.gc.ca/report/orp/2007/ef-fe/ef-fe_e.asp 


81 


Treasury Board of Canada Secretariat 


In response to the Treasury Board Policy on Internal Audit and changes brought about by the 
Federal Accountability Act, measures have been taken to strengthen the capacity of the internal 
audit function, including extensive recruitment of audit staff and establishment of key processes 


and infrastructure. 
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Table 12: Sustainable Development Strategy 


The following table outlines the results of the Secretariat’s third Sustainable Development 
Strategy (SDS)—for the calendar years (CYs) 2004-06—and beginning the implementation of 
its fourth SDS (for CYs 2007-09). 


Department 


Pointsto Address _—Departmental Input 


1. What are the key 
goals, objectives, and/or 
long-term targets of the 
SDS? 


The departmental long-term SDS goals are: 


e to contribute to improved management of and accountability for 
sustainable development (SD) within the Government of Canada; 


e to make progress on federal priorities related to sustainable development; 
and 


to improve environmental stewardship of Secretariat operations. 


2. How do your key goals, 
objectives, and/or long- 
term targets help achieve 
your department's 
strategic outcomes? 


In fiscal year (FY) 2006-07, the Secretariat revised its priorities as a 
department to focus on the priority issues for the Government of Canada— 
on ways to improve accountability in public-sector management and deliver 
on commitments to Canadians. 


With this focus, the Secretariat approaches the management board issues 
relating to SD through its functions as a central agency, its responsibilities as 
a policy lead in areas designated as federal priorities for SD, and as a 

department responsible for managing its own operations. 


The reporting targets for the first part of FY 2006-07 were established by the 
Secretariat’s SDS for 2004-06 (available at http://www.tbs- 

sct.gc.ca/report/sds-sdd/0406/sds-sdd_e.asp) with the primary target 
being to develop and table in December 2006 an updated SDS for the CY 
2007-09 period. 


The Secretariat developed and tabled its updated SDS for the CY 2007-09 period. 
(Progress on the last year of the 2004-06 SDS is captured in the Appendix of the 
Secretariat's 2007-09 SDS available at 


http://www.tbs-sct.gc.ca/report/orp/2006/sds_e.asp). 


The implementation of the updated SDS began in the last quarter of FY 2006-07 
and progress was made. This included working with Environment Canada to 
explore approaches to improve reporting on SD (one of the short-term outputs of 
that work was an enhanced template for departmental reporting on SD in the 
DPRs); incorporating reference to SD in the guidance for policy suite renewal; 
participating in the development of a government-wide course on SD; continuing 
work on the policy management for federal fleet and contaminated sites; and 
greening Secretariat operations through green procurement initiatives (e.g. green 
furniture purchases), and support for green stewardship (e.g. increased 
membership in the Green Citizenship Network). 


3. What were your targets 
for the reporting period? 


4. What is your progress 
(this includes outcomes 
achieved in relation to 
objectives and progress 
on targets) to date? 
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Department 
Points to Address — _ beparmontal Input 


5. What adjustments have The Secretariat's SDS was aaaied to follow the guidance for the fourth 

you made, if any? (To round of SDS provided by Environment Canada and the Office of Greening 
better set the context for Government Operations at Public Works and Government Services Canada. 
this information, discuss This guidance set out targets and measures linked to federal SD goals and 
how lessons learned have | federal priorities for greening government operations. 


influenced your The Secretariat improved its internal management of SDS commitments by: 
adjustments.) 


developing an implementation plan; 
monitoring progress through internal corporate quarterly tracking; 


including SDS commitments in executive performance management 
agreements; 


updating senior management committees; and 
increasing collaborations within the department. 


Table 13: Procurement and Contracting 


Supplementary information on procurement and contracting can be found at 
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 


Table 14: Travel Policies 


The Secretariat adheres to travel policies and parameters as established by the Special Travel 
Authorities and the Travel Directive, Rates and Allowances. 
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apport ministériel sur le rendement 2006-2007 


Tableau 7A : Frais d’ utilisation — Loi sur les frais d’utilisation 


(Bureau de l’accés a |’information et de la protection des renseignements personnels, Secrétariat du Conseil du Trésor du Canada) 


Frais exigés pour |Autres Loi sur l’accés a 1992 1,8 2,4 384,1 Réponse fournie dans_ /|Les 2007- 2,0 400,0 


le traitement des _| produits et |/’information les 30 jours suivantla |échéanciers | 2008 22 410.0 
demandes d’accés | services réception de la énonceés dans | 599g. 
a l'information (O) demande; ce délai peut |la Loi sont 009 2,3 420,0 
présentées en étre prorogeé en vertu respectés 

vertu de la Loi sur de l’article 9 dela LAI. |dans 2009- 

laccés a Un avis de prorogation |98 p. 100 des |2010 

l'information (LAI) doit étre transmis dans _ |cas. 


les 30 jours suivant la 
réception de la 
demande. 


On trouvera plus de 
renseignements en 
consultant la LAI : 
http://lois.justice.gc.ca/ 
fr/A-1/217733.html. 


Total partiel | Total partiel | Total Total 
(R) (R) partiel (R) partiel : 2007-2008 | 2007-2008 
Total partiel | Total partiel | Total i Total 
(O) (O) partiel (O) partiel : 2008-2009 | 2008-2009 
Total Total Total Total 


partiel : 2009-2010 | 2009-2010 


Total Total 


B. Date de la derniére modification : s.o. 


C. Autres renseignements 


ll est de pratique courante au Secrétariat de dispenser les auteurs de demandes de payer les frais lorsque ceux-ci totalisent moins de 25 $ par demande, lorsqu’il n’a pas été donné suite a la demande dans 
les délais impartis et que des codts supplémentaires ont normalement dd étre engages, ou lorsque la divulgation de l'information reléve de l’intérét public. Il y a eu une hausse importante du nombre de 
dispenses en 2006-2007, en raison du traitement informel des demandes mensuelles découlant des rapports produits par le Systeme de coordination des demandes d’accés a l'information (SCDAI). La 
hausse est également attribuable au nouveau service de communication en ligne que nous sommes désormais en mesure d’offrir. Dans le but de réduire les cots et d’accroitre l’efficience, les documents 


sont parfois envoyés sur CD-ROM, ce qui veut dire que l’auteur de la demande n’a pas a acquitter de frais de reproduction. 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I - The Government Expense Plan provides an overview of federal spending and summarizes the key 


elements of the Main Estimates. 


Part Il - The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 


concurrently on or before March 1. 


Part II] — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and I of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 


pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 


Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending - 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required 

to enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 
the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 


can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for 


the allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 


by the Minister of Public Works and Government Services, 2007. 


This document is available in multiple formats upon request. 


This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 

Ottawa (Ontario) KIA OS5 


Telephone: 613-941-5995 

Orders Only: 1-800-635-7943 (Canada and WES ZA) 

Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A.) 
Internet: http://publications.gc.ca 


Catalogue No.: BT31-4/16-2007 
ISBN 978-0-660-63505-7 


Ia 
FSC 


Mixed Sources 
Cert no. SW-COC-789 
©1996 pensar Council 


This logo represents the cover stock a 
The text is printed on a different FSC 
made from 100% Post-Consumer Waste. 


Departmental Performance Reports 2006-2007 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2006-2007 
Estimates available at http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp). These principles 
are the conceptual foundation upon which the reports are prepared and they are consistent with 
current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans and expected 
results. It focuses on results by reporting not only the activities and outputs achieved, but also the 
progress made towards achieving outcomes - the enduring benefits for Canadians and Canadian 
society. It sets performance in context, associates performance with plans and expected results 
(explaining any changes), and discusses the key risks and challenges that affected organizational 
performance. An effective performance report has strong linkages between resources and results 
to show what was achieved through the sound stewardship of public funds. It also reports on 
results realised in partnership with other governmental and non-governmental organisations. 
Finally, the report is credible because it uses objective, evidenced-based information to 
substantiate the performance reported. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2006-07, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2006-07 serves as a guide to the 90 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the relevant Departmental Performance Reports, which contain 
additional information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A ORS 


Veterans Affairs 


2006-2007 Performance Report 


The Honourable Greg Thompson, P.C., M.P. 
Minister of Veterans Affairs 
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2006-2007 DEPARTMENTAL PERFORMANCE REPORT 


SECTION I - OVERVIEW 


Minister’s Message 


As Minister of Veterans Affairs, I am pleased to present 
our 2006-2007 Departmental Performance Report. We have 
accomplished a lot in the past year as we continue to 
pioneer new and better ways to support and care for 
Canada's Veterans. 


We are privileged to care for the brave men and women of 
Canada who have done so much to support peace and 
security around the world. VAC serves a diverse clientele, 
from Veterans of the Second World War and Korean War; 
former and still-serving members of the Canadian Forces 
and the Royal Canadian Mounted Police; and eligible 
family members (survivors and dependants). In addition, through our 
remembrance programs we keep the flame of remembrance alive so that future 
generations will better understand the value of freedom. 


In April 2006, we implemented the New Veterans Charter. It marked the most 
sweeping change to Veterans’ benefits and services since the Second World War 
in 60 years. I am pleased to say that the suite of programs are responding to 
the needs of our Canadian Forces members and their families as they make the 
transition from military to civilian life. Funding announced in Budget 2007 
provided needed support to Canada’s Veterans - young and old, making a 
significant contribution to improved service to our war-service Veterans and 
strengthening mental health treatment and family support for our younger 
Veterans. 


This year we made significant progress towards our goal of establishing a 
Veterans Bill of Rights and a Veterans Ombudsman office, both of which were 
created and announced on April 3, 2007 by the Prime Minister. In addition, we 
are continuing with one of the most extensive health services reviews ever 
undertaken at Veterans Affairs. We established permanent funding for the 
Juno Beach Centre, our only tribute in Europe for Canada’s remarkable efforts 
in the Second World War. We organized overseas events marking the 90" 
anniversary of the Battles of the Somme and Beaumont-Hamel and planned the 
90" anniversary of the Battle of Vimy Ridge. On April 9, 2007, tens of 
thousands of individuals, including 5,000 Canadian youth, gathered in France 
and in Canada to mark the 90" anniversary of the battle of Vimy Ridge. The 
Government of Canada’s signature event in France was comprised of a 
ceremony of remembrance and the dedication by Her Majesty Queen Elizabeth 
II of the newly restored Canadian Vimy Ridge Memorial. 
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As Minister, I have had the opportunity to see first-hand the dedication, 
professionalism and outstanding work performed by our staff. Employees fully 
understand that our Veterans are in great part responsible for helping build 
this great country and for securing our values of freedom, democracy and the 
rule of law. We have a duty to never forget the debt we owe our men and 
women in uniform, and to never take for granted those who have sacrificed and 
continue to sacrifice for us. 


The Honourable Greg Thompson, P.C., M.P. 
Minister of Veterans Affairs 
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2006-2007 DEPARTMENTAL PERFORMANCE REPORT 
Chair’s Message 


I am very pleased to report on the progress of the Veterans 
Review and Appeal Board in achieving our plans and 
priorities for 2006-07. 


The Board’s mandate is to ensure that Canada’s Veterans, 
Canadian Forces (CF) and Royal Canadian Mounted Police 
(RCMP) members, and their families receive the benefits to 
which they are entitled under the law. We fulfill this 
responsibility by providing fair and independent reviews of 
disability and War Veterans Allowance decisions made by 
Veterans Affairs Canada, at the request of individuals. In 
2006-07, the Board received an increase in such requests 
over the previous year. This is significant because it 
highlights the important role of the Board in facilitating Veterans’ right to 
appeal. It also challenges us to find ways to process claims effectively while 
upholding the principles of fairness and natural justice. 


The Board had an exceptional year in 2006-07, delivering a strengthened 
program of redress to better serve our applicants. More than 7,100 individuals 
had their claims adjudicated, exceeding the previous year’s caseload by 500 
and our own target by 600. In addition, the Board issued decisions more 
promptly with 90 per cent of Reviews and Appeals finalized in an average of 
29.2 and 24.1 days, respectively. 


The Board continued to act on valuable input received from applicants through 
a national survey conducted in 2005 and worked to improve overall 
communications. We enhanced the forecasting and reporting of our workload 
through much-needed changes to the process for registering claims. Also, we 
identified strategies for continuous service improvement through regular 
dialogue with the Bureau of Pensions Advocates and The Royal Canadian 
Legion. 


The Board experienced renewal of its membership in 2006-07, with 12 
Members appointed through our competency-based Member Selection Process. 
A revitalized professional development program prepared these new Members 
to adjudicate increasingly complex claims. Members and staff collaborated to 
achieve the Board’s commitment to be accountable to Canadians and to 
provide applicants with consistent, evidence-based decisions supported by law. 
I have no doubt that the creation of a Veterans Ombudsman and a Veterans 
Bill of Rights will provide us with opportunities to further improve our quality 
of service. 


In order to build on this progress, the Board will continue to uphold the values 
of impartiality, excellence, integrity and respect in delivering an effective and 
independent redress program for our applicants. 


LLY PIPE 


‘Victor A. chand 
Chair, Veterans Review and Appeal Board 
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Management Representation Statement 


We submit for tabling in Parliament, the 2006-2007 Departmental 
Performance Report for Veterans Affairs, a Portfolio comprising 
Veterans Affairs Canada and the Veterans Review and Appeal Board. 


This document has been prepared based on the reporting principles 
contained in the Guide for the Preparation of Part III of the 2006-2007 
Estimates: Reports on Plans and Priorities and Departmental Performance 
Reports: 


a It adheres to the specific reporting requirements outlined in the 
Treasury Board Secretariat guidance; 


It is based on the Portfolio’s approved Strategic Outcomes and 
Program Activity Architecture structure that were approved by 
the Treasury Board; 


It presents consistent, comprehensive, balanced and reliable 
information; 


It provides a basis of accountability for the results achieved with 
the resources and authorities entrusted to it; and 


It reports finances based on approved numbers from the 
Estimates and the Public Accounts of Canada. 


Suzanne abe 


Deputy Minister Chair, Veterans Review 
Veterans Affairs Canada and Appeal Board 
September 20, 2007 September 20, 2007 
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Summary Information 


The Veterans Affairs Portfolio exists to repay our nation’s debt of gratitude to 
those men and women whose courageous efforts have given Canada a legacy of 
peace and freedom and have contributed to our growth as a nation. It is 
comprised of Veterans Affairs Canada (VAC or “the Department”), and the 
Veterans Review and Appeal Board (VRAB or “the Board”), which operates at 
arm’s length from the Department. The Department’s vision is to provide 
exemplary service that meets the needs of our clients and honours the sacrifice 
and achievement of our Veterans and clients. The vision of the Board is to be an 
exemplary leader in administrative tribunals and to demonstrate fairness, 

- competence and excellence in service to Canadians by providing independent, 
consistent and reasonable decisions that are grounded in law. 


The Portfolio provides programs and services to a highly diverse clientele that 
reflects the remarkable breadth of Canada's contributions to world peace. Our 
family of clients includes Canada's war service Veterans, Canadian Forces (CF) 
Veterans and members, past and present members of the Royal Canadian 
Mounted Police (RCMP), their survivors and dependants, certain Allied 
Veterans and eligible civilians. On a broader scale, the citizens of Canada are 
also clients. In our efforts to keep alive the achievements and sacrifices of 
those who serve Canada in times of conflict and peace, VAC reaches out to 
Canadians and communities, at local, national and international levels. Given 
that today's young people will play a major role in keeping the legacy of 
Canada's Veterans alive for future generations, the Department is making a 
concerted effort to reach out and engage youth. 


By exercising our mandates and delivering benefits and services to our family 
of clients, the Portfolio is contributing to the Government of Canada’s social 
and economic outcomes. The mandates are as follows: 


Veterans Affairs Canada’s Mandate 


VAC's mandate stems from laws and regulations. Among the more 
significant is the Department of Veterans Affairs Act, which charges the 
Minister of Veterans Affairs with the following responsibilities: 


“The care, treatment, or re-establishing in civil life of any person who served in 
the Canadian Forces or merchant navy or in the naval, army or air forces or 
merchant navies of Her Majesty, of any person who has otherwise engaged in 
pursuits relating to war, and of any other person designated . . . and the care 


» 


of the dependants or survivors of any person referred to... 
Veterans Review and Appeal Board’ s Mandate 


The Veterans Review and Appeal Board has full and exclusive jurisdiction to 
hear, determine and deal with all applications for review and appeal that may 
be made to the Board under the Pension Act, the Canadian Forces Members 
and Veterans Re-establishment and Compensation Act, the War Veterans 
Allowance Act and other Acts of Parliament. 
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Planned Spending and Human Resources for Veterans Affairs 


Financial Resources ($ millions) 


Planned Spending Total Authorities Actual Spending 
3,204.1 WAL foe! ; 3,028.0 


Human Resources (Full-Time Equivalents) 


Departmental Priorities 


2006-2007 


Planned Actual 
Spending Spending 


Strategic Outcome: Eligible Veterans and other clients achieve their optimum level of well-being through programs 
and services that support their care, treatment, independence and re-establishment. 


($ millions) 


Performance 
Status 


Priorities: 
« Enhancing and adapting 


Program 
Activity: 


Expected 
Result: 


2,065.4 1,932.8 


programs and services 
to meet the needs of 
our Veterans, serving 
members, other clients 
and their families 


Implementing a Mental 
Health Strategy to 
enhance capacity to 
meet the mental health 
needs of clients 
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Pensions, 
Awards and 
Allowances for 
Disability and 
Death; and 
Financial Support 


Program 
Activity: 

Health Care and 
Re-establishment 
Benefits and 
Services 


Eligible 
Veterans and 
others are 
appropriately 
compensated 
to contribute to 


their well-being 


Expected 
Result: 
Eligible 
Veterans and 
others receive 
appropriate 
health benefits 
and 
rehabilitation 
services to 
contribute to 


their well-being 


Successfully 
met 


Successfully 
met 


1,062.5 


1021.5 
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2006-2007 


Planned Actual 
($ millions) Spending Spending 


Strategic Outcome: Canadians remember and demonstrate their recognition of all those who served in Canada’s 
efforts during war, military conflict and peace. 


Priority: Program Expected Performance 
Engaging Canadians in | Activity: Result: Status 
community-based Remembrance Canadians who | Successfully 
remembrance activities Programming commemorate, | met 
with an emphasis on | understand 
Canada’s youth and value the 

achievements 
and sacrifices 
of those who 
have served 
Canada in war, 
military conflict 
and peace 


Strategic Outcome: Fair and effective resolution of disability pension, disability award, and War Veterans 
Allowance appeals from Canada’s war Veterans, eligible Canadian Forces Veterans and members, RCMP clients, 
qualified civilians and their families. 


Priorities: Program Expected Performance 
* Improved program Activity: Result: Status 
delivery Veterans Review | Fairnessinthe | Successfully 
and Disability met 
Appeal Board Pension, 
* Engaged redress process Disability 
communication with for disability Award and War 
appellants and pensions and Veterans 
stakeholders awards Allowance 
Program 


Operating Environment 


Veterans Affairs Canada is influenced by a variety of internal and external 
factors. While fulfilling its mandate, the Department must be cognisant of the: 
Government of Canada’s broader policy priorities, including its vision for 
Canada; Canada’s level of military involvement in operations and conflicts; the 
changing demographics of our client base and the Canadian workforce; and the 
need and desire of Canadians to have a public service that is transparent and 
accountable. 


The April 2006 Speech from the Throne reflected Canadians' preoccupation with 
health care along with the Government of Canada’s other priorities of the 
economy, the environment, and education. As well as continuously striving to 
improve the delivery of health care benefits and services to our clients, VAC 
also has an important role to play in the Government of Canada’s strategic 
priorities relating to Canada’s role in international security and health care in 


the 21° century. 
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In support of Canadian Veterans, the Government’s commitments included 
implementing the New Veterans Charter, conducting a Veterans’ health 
services review, creating a Veterans Bill of Rights and taking steps leading to 
the establishment of a Veterans Ombudsman. As well, VAC has taken a lead 
role, working closely with the Department of National Defence (DND), to 
develop options to resolve the uncertainties about the health effects related to 
the testing of unregistered U.S. Military herbicides, including Agent Orange, at 
Canadian Forces Base (CFB) Gagetown in 1966 and 1967. 


In recent years, Canadian Forces members have served in many capacities at 
home, and throughout the world as part of United Nations, North Atlantic 
Treaty Organization and other multinational task forces involved in 
peacekeeping and peacemaking missions. Recently, the pace of deployments 
and the number of Canadian Forces members serving in international 
operations has increased significantly, with frequent and prolonged 
deployments to war zones. The result of this increased pace and intensity for 
our armed forces is a corresponding increased need for care and treatment for 
physical and mental injuries sustained while in service to the nation. 


In response to this increased need, the New Veterans Charter was implemented 
on April 1, 2006. It represents the most sweeping change of VAC programs and 
services since the Second World War. These new programs and services stand 
as a model for other countries. They are designed to help our younger 
Canadian Forces Veterans successfully make the transition to civilian life 
through rehabilitation and reintegration programs. 


VAC is a growing, medium-sized department with a renewed and highly 
relevant mandate. It has an extensive service delivery network of 38 offices 
across Canada. The Department, headquartered in Charlottetown, Prince 
Edward Island, is the only department of the Federal Government located 
outside the capital region of Ottawa. It has approximately 4,000 employees. 
Its 2006-07 operating budget was $3.2 billion. 


As of March 31, 2007, VAC was providing benefits and services to 
approximately 221,000 clients. Our client base has been shifting and is 
expected to change dramatically over the next 10 years. While the Department 
is witnessing a decline in the number of war Veterans we serve, there 
continues to be an increase in the number of Canadian Forces clients who are 
looking to VAC for support and assistance. In fact, forecasts point to increases 
in the total number of clients accessing VAC programs and benefits in the near 
future. The following is a breakdown of VAC’s clients as of March 31,:2007. 
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RCMP 
38% 


Canadian Forces 
223% 
War Service Veterans 
3.35% 


VAC remains committed to improving the quality of life for older Veterans who 
served in times of war and improving the quality of life for clients who live with 
mental health conditions, whether they be older Veterans or younger Canadian 
Forces (CF) members. The resolve to become a world leader in the treatment of 
operational stress injuries (OSI) has intensified because of the increase in the 
prevalence of mental health conditions and a lack of community based mental 
health services across the country for clients seeking treatment. 


As well, the Department continued the work of improving its programs and 
services. An example is the health services review which is underway. It is 
designed to identify options for improving programs and services for our aging 
War Veterans. 


The Veterans Review and Appeal Board serves the same group of clients as 
VAC, specifically those who have been denied entitlement for a claimed 
disability or who are dissatisfied with their assessment. The following, based 
on 5,569 reviews and 1,216 appeals decisions finalized as of March 31, 2007, is 
a breakdown of the people served in 2006-07 by the Board: 


War Service Veterans 
21.9% 


Canadian Forces 
F11% 


WE var Service Veterans CO Canadian Forces @ RCMP 


The Veterans Review and Appeal Board continued to strengthen its capacity to 
provide independent reviews of disability and War Veterans Allowance 
decisions. The Board invested significant efforts in planning and training to 
equip its staff and members to deal with numerous challenges, including the 
increasing complexity of medical conditions; the implementation of the New 
Veterans Charter legislation; and the implementation of the 2006 edition of the 
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Table of Disabilities. The Board continued to bring about innovative and 
positive changes to its operations to ensure each applicant had a full and fair 
hearing and received a well-reasoned and timely decision. These efforts 
sustained the redress program which is responsive to emerging issues and 
effective in carrying out its mandate. 


For generations, the torch of remembrance has been a powerful force, unifying 
Canadians of all ages, from all walks of life, in communities from sea to sea to 
sea. Today, demographics and world events have breathed new urgency into 
efforts to increase Canadians’ understanding of and appreciation of the 
achievements and sacrifices of all who served Canada in times of war, conflict 
and peace. Time is of the essence. War-service Veterans are in the twilight of 
their lives. Each day, their ranks diminish, leaving Canadians to mourn the 
loss of a treasured link to the past. At the same time, the increased tempo of 
CF operations throughout the world, particularly in Afghanistan, is a sombre 
reminder that freedom comes at a cost. The responsibility falls to VAC to 
identify new commemorative opportunities, explore new partnerships and 
harness new technologies designed to help Canadians connect with their past 
and move confidently towards the future. 


Strategic Direction 


Veterans Affairs Canada strategic direction in 2006-07 focussed primarily on 
two areas under the over-arching goal of improving program and service 
delivery. 


The Department focussed on providing the best service possible to its clients by 
modernizing and enhancing programs and services. For example, VAC 
implemented the New Veterans Charter in 2006-07. In addition, the Veterans 
Bill of Rights and the Ombudsman office were created on April 3, 2007, marking 
a milestone in the Government of Canada’s continuing commitments to meet 
the needs of Canada’s Veterans. The Veterans Bill of Rights is an expression of 
the rights Veterans have long identified as important. This comprehensive 
declaration of rights was developed in consultation with Veterans’ organizations 


to strengthen our ability to respond quickly and fairly to the concerns of 
Veterans. 


The Department strove to ensure that the torch of remembrance remained 
strong by encouraging Canadians, especially youth, to actively participate in 
remembrance activities. An example is the 90™ anniversary of Vimy Ridge 
which included the participation of 5,000 Canadian youth. 


The Veterans Review and Appeal Board’s strategic focus was to improve 
program and service delivery and to provide a fair and independent redress 


process that ensures all appellants receive the benefits to which they are 
entitled under the law. 
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Priorities - Veterans Affairs Canada 


Ege ea aan UE ee ae GNI TT ISSR TED as eee BARRIO nT NER IE uEUN INSTT ser yr 


Enhancing and adapting programs and services to meet the needs of 0 Our 
Veterans, serving members, other clients and their families 


The New Veterans Charter (NVC), which came into effect on April 1, 2006, 
represents the most comprehensive change to Veterans programs and services 
since the Second World War. The new suite of programs represents the 
support that CF Veterans and their families told us they need to ease their 
transition to civilian life. The New Veterans Charter replaces monthly disability 
pensions with a comprehensive package of wellness programs and a lump-sum 
disability award. The suite of programs includes Rehabilitation, Financial 
Benefits, Health Care, Disability, Death and Detention Benefits, and Job 
Placement programs - all supported by comprehensive case management. 
VAC’s existing suite of programs and services for war service Veterans and 
RCMP clients are not affected by these changes. Pensions and related benefits 
for CF members and Veterans which were in effect as of April 1, 2006, are also 
not affected by this new suite of programs and service. 


The new programs and services were developed following the most extensive 
research and consultations ever conducted by the Department. These 
consultations included Veterans’ organizations, subject area experts, other 
government departments and CF members. The Department also created an 
Ad Hoc Advisory Group on Special Needs to ensure the issues and concerns of 
seriously disabled Veteran clients — with either physical or psychological 
injuries — and their families, are represented. 


The new programs are supported by enhanced case management. VAC Area 
Counsellors, supported by an interdisciplinary team, assess needs and develop 
and monitor case plans. This approach supports clients’ transition and 
provides a better quality of life for clients and their families. Each releasing 
member is offered a transition interview. Interviews are completed to identify 
clients’ needs, and to maximize choices and their opportunities to access 
Departmental and community resources. To be able to provide comprehensive 
and consistent service delivery, each Client Service Team must meet a national 
certification standard. Currently, 20 Client Service Teams in 10 District Offices 
have undergone a certification review. 


After its first year, the New Veterans Charter is successfully meeting its goal of 
assisting CF members to successfully transition to civilian life. In 2006-07, 
more than 2,500 CF members, Veterans and their families received assistance; 
1,100 received rehabilitation services; 900 Earnings Loss applications were 
approved (representing $3.5 million for CF members and families as they move 
toward recovery); and 2,300 Veterans received a Disability Award at a cost of 
more than $50 million. Disability awards recognize and compensate for the 
non-economic effects of a service-related disability, including pain and 
suffering. The award is a monetary, tax-free, lump-sum payment, the amount 
of which is based on the extent of the disability. Unlike with the Disability 
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Pension Program, clients under the New Veterans Charter do not have to be 
receiving a disability award to access other programs and services. 


To ensure the New Veterans Charter programs are achieving intended results 
for our CF Veterans and families, VAC has created a comprehensive quality 
management program. An outcomes measurement strategy has been 
developed to measure client outcomes in five domains: health (physical and 
mental); economic support; employment; community integration; and 
recognition. Clients who enter the Rehabilitation Program will be surveyed in 
three phases: (1) upon admission; (2) upon completion; and (3) two years 
following completion of the program. 


In Budget 2007, the Government of Canada demonstrated its ongoing 
commitment to Canada’s Veterans by providing additional funding to 
strengthen services and improve processing times for both pensions and health 
treatment. 


Royal Canadian Mounted Police Clients 


In a similar vein, we are working with the Royal Canadian Mounted Police to 
support a modernized approach to disability management for their still-serving 
and former members. During the past year, VAC introduced a pilot initiative in: 
the province of Saskatchewan where all discharging members of the RCMP 
were offered a transition interview with a VAC Area Counsellor to identify needs 
and provide information. The pilot is expected to be evaluated in the coming 
months and VAC and the RCMP will determine if this service will be provided in 
other areas of the country. 


In 2006-07, VAC provided programs and services to 6,000 Royal Canadian 
Mounted Police clients. Under a new Project Charter, the Department and the 
RCMP will explore how to improve the benefits and services available to former 
members and still serving members of the RCMP. 


War Service Clients 


While the New Veterans Charter is helping to better address the needs of 
modern-day Veterans, VAC is continually working to improve service to 
Canada’s traditional war service Veterans. With an average age of 85, these 
aging clients require increased support to maintain their independence and to 
give them a choice in the care setting that best meets their needs. VAC 
experience has shown that when given a choice, Veterans prefer to remain at 
home rather than move to a long-term care facility. Spouses and primary 
caregivers play a significant role in Veterans’ ability to do so and are 
demanding more equitable access to the Veterans Independence Program 
services of housekeeping and grounds maintenance. 


VAC is undertaking a comprehensive Health Services Review. The goals of this 
review are to move from an entitlement to a needs-based approach while 
reducing the complex eligibility requirements. An ongoing dialogue continues 
with Veterans’ organizations, Departmental officials and gerontological experts. 
The Gerontological Advisory Council (established in 1997 to advise VAC on how 
to address the changing needs of Canada’s Veterans) released its report 
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Keeping the Promise: The Future of Health Benefits for Canada’s War Service 
Veterans in November 2006, which will help guide the work of the review. 


The Health Services Review will focus on VAC’s three major health care 
programs: the Veterans Independence Program (VIP), Long-Term Care and 
Health Treatment Benefits. 


Veterans Independence Program 


The Veterans Independence Program, called Canada’s first national homecare 
program, helps clients maintain their independence through the provision of 
home and community care. With an annual budget of $270 million, VIP 
includes services such as housekeeping and grounds maintenance, ambulatory 
health care, transportation, home adaptations, and intermediate nursing home 
care. 101,267 Canadian Veterans and primary caregivers were receiving 
services under VIP as of March 31, 2007. 


In support of the Health Services Review, VAC is working with the Government 
of Ontario to analyse what mix of home care services, including VIP, best 
support Veterans’ independence. The Continuing Care Research Project 
includes two companion studies. The first study, taking place in Victoria, 
Ottawa and Halifax, is an evaluation of a Veterans Affairs Canada pilot 
intervention offering specialized home care services to Veterans on institutional 
care waiting lists. The second and larger study is a cost and outcomes study in 
the Toronto-area. That study compares VAC clients in community home care, 
supportive housing and institutional care environments. The final report on 
the project is scheduled to be released in the upcoming year. 


Long-term Care 


At an annual cost of $340 million, VAC supports approximately 10,000 
Veterans in long-term care beds, either in a network of community facilities 
across the country or in larger contract facilities where we have priority access 
beds for Veterans. This includes Ste. Anne’s Hospital, the last remaining 
federal hospital administered by the Department. Client satisfaction with care 
in these facilities is high - more than 90 percent. 


In 2006-07, work continued on the modernization of Ste. Anne’s Hospital in 
Montréal, Quebec. The renovations will provide a safer and more secure living 
environment to meet specific client needs. The renovations, which will be 
complete by 2009, include constructing a new pavilion; renovating the main 
building (the tower); and building a thermal power plant and an electrical sub- 
Station (which are now fully operational). When complete, the Hospital will 
have capacity for 446 beds. 


Treatment Benefits 


In 2006-07, approximately 111,600 clients benefited from VAC treatment 
benefits, at a cost of $266.1 million. Treatment Benefits consist of medical and 
dental care, surgical or prosthetic aids, prescription drugs and home 
adaptations; cost of travel to receive these benefits; and treatment allowances 
paid during periods of acute treatment of a pensioned condition. VAC also 
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covers the health treatment costs of disabled or low income Veterans to ensure 
they have access to a high quality of care. 


The Pharmacy Program is a very important one for Veterans. VAC’s pharmacy 
program strives to help keep VAC clients healthy and independent in their 
communities. The Department has developed four performance indicators to 
measure cost effectiveness in pharmacy program management. They include 
cost savings from the use of generic drugs; average pharmacy professional fee 
within a service category; unit cost of benefit; and claims processing cost per 
prescription filled. The first of these indicators (cost savings from the use of 
generic drugs) is functional. Work continues on implementing the remaining 
three. 


Disability Pensions 


VAC continues to provide disability pensions and special awards for disabled 
Veterans of the First and Second World Wars; the Korean War; any Veteran 
with service prior to April 1, 1947; and former and serving members of the 
RCMP. These pensions compensate for disabilities or death related to military 
or RCMP service. A total of 181,012 clients were in receipt of a disability 
pension or special award as of March 31, 2007, at a cost of $1.8 billion. 


Implementing a Mental Health Strategy to enhance capacity to meet the mental 
health needs of clients 


Due to the increased operational tempo, psychological and psychiatric-related 
conditions are on the rise among Veterans, still-serving CF members and 
RCMP. The increase is particularly noticeable among VAC clients suffering 
from Post-Traumatic Stress Disorder (PTSD). Over the past five years the 
number of clients with a PTSD-condition has more than tripled, increasing to 
6,504. As of March 31, 2007, a total of 10,525 clients are in receipt ofa 
pension for a psychiatric condition. Our younger clients with service in 
Regular Force, Special Duty Area or RCMP represent 69 per cent of those 
pensioned for a psychiatric condition. Our traditional war service Veterans 
make up the remaining 31 per cent. 


To help meet the treatment needs of these clients, VAC has developed a Mental 
Health Strategy which complements the New Veterans Charter. One of the 
unique features of the New Veterans Charter is that it separates injury from 
receipt of benefits and transition support. In this way, VAC can intervene early 
with releasing members, and help identify and address outstanding mental 
health needs. 


As part of this strategy, VAC continues to increase its mental health service 
presence in the community. VAC sponsors a network of OSI clinics and 
participates in the Operational Stress Injury (OSI) Joint Network with DND and 
the RCMP. These clinics diagnose and treat operational stress injuries among 
Veterans. A total of five out-patient OSI clinics have been established across 
the country. These clinics complement DND’s five Operational Trauma and 
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Stress Support Centres. Each clinic provides access to a team of mental health 
professionals including psychiatrists, psychologists, nurses and clinical social 
workers. These professionals are specially trained in treating PTSD and other 
psychological injuries resulting from military service. These teams have access 
to standardized assessment and treatment protocols developed by the National 
Centre for Operational Stress Injuries (NCOSJ) at Ste. Anne's Hospital. This 
Centre of Expertise sees field specialists develop and promote best practices 
through training, continuous education, research and partnerships, as well as 
expert advice for complex case management and policy development. 


In Budget 2007, the Government of Canada provided funding for five new OSI 
clinics. They will be located across the country to assist CF members and 
Veterans dealing with operational stress injuries related to their military 
service. The additional funding will provide $9 million per year to establish the 
new clinics to ensure that Canadian Forces members, Veterans and their 
families receive critically timed interventions, social support and counselling 
services when they face difficult adjustments due to military service. 


An additional $1 million per year was provided to support families of CF 
members through an innovative social support network jointly supported by 
DND and VAC. The Operational Stress Injury Social Support (OSISS) is a very 
successful DND-VAC partnership. It was established in 2001 to provide one- 
on-one and group peer support, education and guidance to CF members, 
Veterans and their families affected by operational stress injuries. The peers, 
who suffer from operational stress injuries themselves, are selected and trained 
by DND medical advisors and specialists at Ste. Anne’s Hospital. The peers are 
co-located for the most part in VAC offices. They provide social support to 
fellow service personnel also suffering from adverse mental health conditions. 
We have been informed, anecdotally, that their interventions have averted 
numerous personal tragedies. Their work is helping change attitudes about 
combat and stigma associated with operational stress in the military, and prove 
that recovery is possible for CF members and Veterans living with operational 
stress injuries. Currently, there are 17 Peer Support Coordinators (PSCs) and 
six Family Peer Support Coordinators (FPSCs) across Canada. OSISS services 
have been provided to more than 2,500 CF members, Veterans and families. 
The requirement for this service continues to grow. 


In the fall of 2006, Bereavement Peer Support was added to the OSISS 
program. To date, 55 families who have lost a loved one due to military service 
have been helped. Additional funding in Budget 2007 will add eight new family 
peer support coordinators. — 


VAC is actively recruiting registered mental health professionals across the 
country to provide care, support and professional counselling services for 
eligible clients and families in their local community. During the year, work 
continued with DND and the RCMP to further build capacity. 


Strengthening the Role of Veterans Affairs Canada as a Leader 
VAC has also contributed both nationally and internationally to the 


advancement of work in the field of mental health by organizing and 
participating in conferences and symposiums. The events, which brought 
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together experts to explore trends in the field, included the International 
Society for Traumatic Stress Studies conference in California in November 
2006, and the 2° National Operational Stress Injuries Symposium in Montréal 
from May 7 to 9, 2007. 


Engaging Canadians in community-based Remembrance activities with an 
emphasis on Canada’s youth : 


A nation’s collective memory is the cornerstone upon which a strong, secure 
and free society is built. Recognizing this, Veterans Affairs Canada has long 
been committed to keeping alive the achievements and sacrifices of all those, 
past and present, who have put themselves in harm’s way to defend Canada’s 
freedom and values. 


Canadians embrace and support these efforts. In 2005, Canada’s celebration 
of Year of the Veteran sparked a national rejuvenation in remembrance. The 
legacy of that year continues. Departmental research conducted in 2006 
confirms that the appetite for remembrance remains strong: 


¢ More than seven out of 10 Canadians feel it is important to mark Veterans’ 
Week each year. 

¢ More than one in three Canadians actively participate in Veterans’ Week 
activities. 

¢ The remembrance sections of VAC’s Web site attracted almost 1.7 million 
visits in 2006, a 90 per cent increase from the previous year. 


In 2006-07, Veterans Affairs Canada took decisive steps to build on this 
momentum. The Department’s new community-based initiatives, new 
partnerships and new technologies provide sound and sustainable leadership 
for the Government of Canada’s Remembrance Policy. Many noteworthy 
results were achieved: 


* Canada’s remembrance programming gained greater international stature 
and visibility. 

¢ A new operations division in Europe expanded the overseas “face” and 
“reach” of Canadian remembrance. 

¢ Strategies to “modernize” remembrance programming provided targeted 
outreach to more than a million young Canadians along with the 
opportunity to better connect with hundreds of thousands of younger 
Canadian Forces Veterans and still-serving members. 

* Innovative community engagement initiatives, often through partnerships, 
were a catalyst for building local pride and an awareness of remembrance in 
every corner of every region of Canada. 


International Acclaim 


On April 9, 2007, after many months of intense planning, Canadians of all 
ages, and all walks of life, joined together to celebrate the 90" anniversary of 
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the Battle of Vimy Ridge. The battle is considered by many to have been a key 
turning point in shaping Canada.as a nation. 


The Government of Canada’s signature ceremony took place in France. Tens of 
thousands of people, including 5,000 Canadian youth and 400 Canadian 
Forces members, joined world leaders to pay homage to the brave Canadians 
who captured Vimy Ridge 90 years ago in a fight for peace, freedom and hope. 


As part of this international tribute, Her Majesty Queen Elizabeth II dedicated 
the newly restored Canadian National Vimy Memorial. The memorial that so 
proudly stands as a reminder of the sacrifices and achievements made during 
the Battle of Vimy Ridge, is, itself, a national treasure. Its restoration was part 
of a $30 million project announced in 2001 by the Government of Canada to 
repair the damage that age and Mother Nature had done to the 13 memorials 
that commemorate Canada’s involvement in the First World War. The 
restoration of the Vimy Memorial was completed on time and within budget 
under the careful direction of Veterans Affairs Canada, Public Works and 
Government Services Canada, and a team of international experts. The 
restoration of one of Canada’s finest works of art is both a technical and 
conservation triumph. Newly restored, its dignified presence will continue to 
offer visitors a safe and peaceful haven to reflect on those who served and died 
protecting Canada’s values. 


European Operations Division 


For almost a century, the bravery and daring of Canada’s military has hada 
profound influence on the struggle for freedom and peace in Europe. The new 
European Operations Division, which was established in 2006-07, promises to 
give Canada a highly visible and well-respected presence in an area of the 
world where commemoration is actively embraced. Under its direction, the 
sacrifices and achievements of Canadians will be advanced through 
commemorative projects, diplomatic partnerships, the stewardship of the grave 
sites of Canada’s War Dead, and the preservation of Canada’s European 
Battlefield Memorials. Collectively, these memorials attract more than a million 
visitors each year. Departmental experts maintain a permanent presence at 
both the Canadian National Vimy Memorial site and the Beaumont-Hamel 
Newfoundland Memorial site. Each summer, the Department also manages a 
Student Guide Program in France that provides young Canadians with the 


opportunity of a lifetime to teach people from around the world about Canadian 
history. 


Remembrance through Partnerships 


Partnerships at the international, national and community levels are critical to 
the reach of remembrance. In 2006-07, partnerships with the private sector, 
Veterans’ organizations, non-profit organizations, and all levels of government, 
breathed new vitality into the world of remembrance. 


In February 2007, the Government of Canada committed $5 million over the 
next decade to help support the Juno Beach Centre in Normandy, France. The 
Centre, opened in 2003, represents the hopes and dreams of a dedicated group 
of Second World Veterans who worked tirelessly to pay tribute to the 
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contributions Canadians made in liberating Europe. Through this funding, 
Canada will help to support the Centre’s operating costs, including the delivery 
of information and educational initiatives that will benefit visitors from around 
the world. 


Through the VAC Partnerships Contribution Program, non-profit groups across 
Canada can receive financial support for community-based remembrance 
projects or projects to help restore local cenotaphs and monuments. 

The first arm of the Contribution Program is the Community Engagement 
Partnership Fund. This year, under that Fund, VAC contributed $1.5 million 
to help support 112 national, regional and local initiatives. As a result, tens of 
thousands of Canadians were engaged in remembrance projects. In Calgary, 
alone, through a partnership with the Calgary Military Museum of 
Remembrance Education Program, more than 60,000 students learned how 
ordinary people served their country with extraordinary heroism. Specific in- 
. Canada initiatives were also funded to reach out to Canadian Forces Veterans 
and the Aboriginal community. 


The second arm of the Contribution Program, announced in 2005, is the 
Cenotaph/Monument Restoration Program. In 2006-07, the Program’s first full 
year of operation, 49 communities, representing all regions of Canada, were 
provided with funding to help preserve and restore their local cenotaphs and 
monuments. The investment in Canada’s most treasured infrastructure 
totalled just over $530,000. Through the program, physical structures were 
repaired, inscriptions were restored, walkways were made safe, and 
landscaping was rejuvenated, so that local citizens could once again take pride 
in their places of remembrance. 


' Ongoing partnerships with a family of federal entities, including the 
Department of National Defence, the Royal Canadian Mounted Police, Public 
Works and Government Services Canada, the Parliament of Canada, Library 
and Archives Canada and Heritage Canada, means that those who are listed in 
the seven Books of Remembrance will forever be remembered and cherished by 
their families, their comrades and the millions of people who study Canadian 
history. 


In the Nation’s Capital, Ottawa’s Winter Carnival, the National War Memorial, 
and a Veterans’ Week Candlelight ceremony drew thousands of participants. 


Across the country, in rural and urban centres in every region, partnerships 
were made with local authorities, schools, non-profit groups and volunteer 
organizations. As a result, hundreds of meaningful in-Canada events bridged 
time and geography to link the heroes of yesterday with those of today and 
tomorrow. During Veterans’ Week alone, a record 239 community events were 
posted to the Department’s online Calendar of Events. 


In 2006-07, seventy very special Canadians were awarded the Minister of 
Veterans Affairs Commendation to recognize their outstanding contribution to 
the care and well-being of Veterans and/or their efforts to commemorate 
Veterans. 


www.vac-acc.gc.ca VETERANS AFFAIRS Www.vrab-tacra.gc.ca 19 


2006-2007 DEPARTMENTAL PERFORMANCE REPORT 
21°' Century Learning 


Veterans’ Week, held each year from November 5 to 11, is traditionally the time 
that Canadians unite to say “thank you” to our Veterans. But on any given 
day, somewhere in Canada, someone is likely to be engaged in remembrance. 


In 2006-07, the Department looked at remembrance with fresh eyes, seeking 
ways to engage youth on an ongoing basis, using a modernized approach that 
would challenge their minds and touch their hearts. As a result, more than 
one million Canadian youth learned about remembrance thanks to a myriad of 
partnerships with our nation’s educators, youth organizations, Veterans’ 
organizations and community leaders. 


New and innovative learning materials were made available during Veterans’ 
Week 2006 to more than 16,000 schools across Canada. Tales of Animals in 
War, a suite of programs that included a tabloid newsletter telling stories from 
the “Pause for Remembrance” clubhouse, captivated Canada’s youngest 
students. A newspaper called the Canada Remembers Times offered senior 
students a glimpse of what it may have been like to walk in the footsteps of 
those who served Canada on land, on sea and in the air at various points in 
history. Students and educators responded eagerly, triggering a corresponding 
increase in classroom mail orders and Web visits over the previous year. 


A unique Canadian presence on the Internet further helped to erase the 
geographic boundaries of learning. Web partnerships with a host of 
organizations, including the Canadian Broadcasting Corporation and the 
National Film Board, made it possible to celebrate and explore Canada’s rich 
cultural and linguistic heritage with virtual tools such as the Vimy Photo 
Galleries and the Chinese Canadian section of the Heroes Remember Web site. 
Additional Web features underway and soon to be published include La Force 
Francophone and the First World War Audio Archives. These initiatives will 
join the very popular Heroes Remember Web site, where one can watch, listen 
to and read the personal memories of Canada’s service men and women. 


The Department worked closely with the Historica-Encounters with Canada 
Foundation whose mission is to introduce all Canadians to the fascinating 
stories that contribute to our unique country. As part of this partnership, a 
national Remembrance Youth Summit was held in May 2006. It resulted ina 
White Paper that may help to pioneer initiatives to encourage youth to carry 
the torch of remembrance for future generations. 


A national partnership with The Royal Canadian Legion and Scouts Canada 
resulted in the “Remembrance Trails” project. The development of 
interpretative trails at six different Scout camps across Canada gives 


thousands of youth and volunteers the opportunity to learn about events that 
helped to shape Canada as a nation. 


Learning by “doing and seeing” became a reality for 42 young Canadians 

representing Aboriginal youth, young Canadians involved in Scouts Canada, 
Historica-Encounters with Canada Foundation and the War Amputations of 
Canada’s “Operation Legacy” program. These young Canadians took part in 
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the official Government of Canada overseas event to France to mark the 90" 
anniversary of the Battles of the Somme and Beaumont-Hamel. 


There was tangible success through initiatives to modernize its remembrance 
programming so that more Canadians could better appreciate the sacrifices 
and achievements of Canada’s CF community. CF Veterans and still-serving 
members, some not much older than the students who applauded them, took 
their rightful place beside aging Veterans at ceremonies and events across 
Canada and around the world. Learning tools, featuring 50 years of 
peacekeeping efforts, also proved popular. This year, 15 CF Veterans were 
awarded the Minister of Veterans Affairs Commendation. In the process, many 
of Canada’s younger military members gained a deeper appreciation for their 
place in the history of remembrance. 


Monuments, Memorials and Veterans Graves 


In 2006-07, VAC provided $11 million in financial support to ensure that 2,178 
qualified Veterans were laid to rest in a dignified manner. The funding is part 
of a national funeral, burial and grave marker program that is carried out in 
partnership with the Last Post Fund. Most of the departed Veterans who 
qualified for this program had insufficient funds in their estate to pay for a 
proper funeral. For their grieving families, this program, delivered on behalf of 
a grateful nation, provided much-needed comfort and dignity. ° 


In the same manner, monuments and memorials are silent but powerful 
reminders of what our Veterans accomplished and sacrificed for us all. To 
maintain the faith our Veterans placed in our future, we must maintain 
monuments to their memory and care for them with the dignity and grace they 
deserve. 


At home, and around the world, the Department also continued to work with 
one of its oldest partners - the Commonwealth War Graves Commission - to 
maintain the graves of the approximately 112,000 Canadian War Dead who 
have been laid to rest in more than 80 countries. In Canada, another 350,000 
grave sites in some 15,000 cemeteries from coast to coast, were maintained. 


In addition to its traditional work, the Commission, in partnership with VAC, 
has completed “mapping” the grave markers of about one-third of the Veteran 
grave markers in Canada for which the federal government is responsible. 
When completed in 2010, this national data base will make it easier to monitor 
and maintain the markers. It will also help relatives and friends locate the final 
resting place of Veterans who, because of distance or the passage of time, may 
be unknown to them. 
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Priorities - Veterans Review and Appeal Board 


The Veterans Review and Appeal Board, through its legislated mandate, 
provides two levels of appeal of disability pension or disability award decisions 
and the final level of appeal of War Veterans Allowance decisions. 


The Board’s primary goal is to deliver an effective redress program through 
strategic and innovative improvement initiatives. Applicants have voiced their 
concerns regarding the length of the appeal process, and the Board made 
tremendous progress in addressing the time lines within its control. To 
address the volume and age of pending claims, the Board increased the hearing 
schedule by offering alternative methods for hearings. More than 7,100 
applicants had the opportunity to have their claims heard and present their 
evidence, exceeding the forecast of 6,500 hearings. 


In addition, the length of time to finalize the decision following the hearing was 
reduced for applicants, and the Board successfully decreased the number of 
claims pending a hearing. The Board continues to work with representatives to 
fill the capacity available in the hearing schedule, and to encourage them to 
bring forward their oldest claims and remove abandoned claims. Collectively, 
these measures will continue to provide improved service to applicants. 


The Strategic Plan 2006-2009 describes the Board’s priorities in improved 
program delivery and engaged communication with appellants and 
stakeholders. 


Improved program delivery 


The Board was proactive in identifying ways to strengthen its operations to 
support decision-making and contribute to delivering timely and fair decisions. 


In the claim appraisal and management initiative, resources were allocated to 
pilot enhancements in the pre-hearing documentation. Changes to the 
registration of appeal hearing claims have been effective in ensuring that cases 
registered with the Board proceed to a hearing, and in reducing the time frame 


to finalize decisions. Similar innovations will be considered for the review 
hearing claims. 


Following the Government of Canada’s announcement to establish a Veterans 
Bill of Rights and a Veterans Ombudsman, the Board assessed its 
requirements for resources and processes to respond to specific requests and 
recommendations. Individuals have always had the opportunity to raise issues 
if they are dissatisfied with the respect, courtesy and professionalism of 
Members or staff. All concerns are taken very seriously and are properly 
investigated in a timely manner. To formalize this process, the Board 
developed complaints procedures and a complaint form which are available at 


www.vrab-tacra.gc.ca. They may also be requested by calling the toll-free 
inquiries line at 1-800-450-8006. 
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Six complaints were received prior to September 29, 2006, the date the formal 
complaints procedures were initiated, and 10 complaints were received under 
the new process. All issues raised, which varied from wording of the decision 
to a Member’s conduct, have been addressed. This complaint process was not 
intended to address dissatisfaction with Board decisions. Individuals.who are 
dissatisfied with the outcome of Board decisions should contact their 
representatives to pursue their appeal rights. 


Research was expanded in the area of emerging legal precedents and issues 
including the New Veterans Charter and the 2006 Table of Disabilities. The 
Board issued rules of practice regarding exhibits and attachments, 
reconsideration applications and teleconference review hearings. The Board 
also communicated its position on transitional issues created when the 1995 
Table of Disabilities was replaced by the 2006 Table of Disabilities. Rulings of 
the Federal Court were analysed to ensure that the guidance given is reflected 
in the Board’s decisions, policies and operations. 


A revised professional development framework for new Members was 
implemented with an intensified training period, scheduled follow-up sessions 
and mentoring. During the year, 12 Members were appointed to the Board 
through the competency-based Member Selection Process which was 
implemented in December 2004. Members received training on the provisions 
of the New Veterans Charter and new regulations, and attended specialized 
sessions in post traumatic stress disorder at Ste. Anne’s Hospital. Further 
training and tools are being developed to support quality, consistency and 
efficiency in decision-making. These initiatives support the Board’s 
commitment to render quality decisions that are based on the facts of the 
claim, the available evidence, and the applicable legislation. 


The Board benefited from its involvement in the introduction of the New 
Veterans Charter legislation. Working with VAC in the implementation stage 
was an effective way to approach the transition, and allowed for assessment of 
impacts, timely training and a smooth transition for the Board. 


Approximately 8,950 applications for hearings were received, an increase in 
comparison to the previous two years. The Board prepared 8,619 pre-hearing 
documents; however, 1,805 cases were subsequently withdrawn or abandoned 
by the applicants. More than 240 applicants requested an appeal of a 
disability award decision under the Canadian Forces Members and Veterans 
Re-establishment and Compensation Act, which came into force on April 1, 
2006. The following chart describes the 7,132 decisions finalized by the Board. 
It represents the highest volume in recent years. 
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From registration with the Board to finalization of the claim in the Board, the 
average time for review hearing claims was 203 days, and the average time for 
appeal hearing claims was 165 days. This includes the time period (which is 
the shared responsibility of the Board and the appellants’ representative) when 
the claim is waiting to be scheduled. It depends upon appellant readiness and 
hearing schedule availability. 


The Board worked with the Bureau of Pensions Advocates and the Royal 
Canadian Legion to remove inactive claims, to improve management of claims 
and to reduce waiting times for applicants. A longstanding issue has been the 
preparation of pre-hearing documents for claims that are subsequently 
withdrawn or abandoned. VRAB has collaborated with representatives to 
identify ways to decrease overproduction. As a result, overproduction has been 
reduced from 40 per cent to 15 per cent this year. Progress was also made in 
the registration of claims (which has indicated high pending volumes attributed 
to the Board). However, a large number of these claims are with the 
representatives for counselling, and as many as 40 per cent are withdrawn and 
do not proceed to a hearing. The change in the registration of claims is 
significant in accurately forecasting and reporting on the Board’s workload. At 
year end, the Board had 3,361 claims pending at the pre-hearing stage - a 
manageable workload that can be dealt with expeditiously. | 


On average, 60.7 per cent of the finalized review decisions and 37.5 per cent of 
the finalized appeal decisions varied a previous ruling. The two factors 
weighing most heavily in varying a prior decision at the review hearing are the 
applicant’s testimony and additional evidence or information that was not 
available at the previous level. At the appeal hearing, the applicant may 
submit documented evidence and written information. 90 per cent of review 
decisions were finalized in an average of 29.2 days and 90 per cent of appeal 
decisions were finalized in an average of 24.1 days. This substantially met the 
public commitment to render a decision 30 calendar days following the date of 
the hearing. 


When all Board redress avenues have been exhausted, applicants may apply to 
the Federal Court for a Judicial Review. In 2006-07, 11 appellants filed an 
application with the Federal Court (less than 0.2 per cent of the Board’s 7,132 
decisions). Of the 14 rulings handed down by the Federal Court this year, 
seven applications were allowed and returned to the Board for rehearing and 
seven applications were dismissed. One decision was returned pursuant to a 
Federal Court Consent Order. 


The Board has dedicated Members and staff that provide outstanding service. 
All efforts are focussed on improving the performance and processes of the 
Board, helping to strengthen this valuable redress program for Canadians. 


Engaged communication with appellants and stakeholders 


Individuals have a variety of avenues to contact the Board including telephone, 
e-mail, fax and traditional mail. More than 7,000 inquiries received a timely 
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response in 2006-07. The Board responded to the information needs of 
Canadians through regular updates on its Web site. During the year, the 
Board increased communication with representatives and Parliamentarians 
regarding its mandate, workload and performance. 


In 2006 the Board also released the results of a survey conducted by 
Environics Research Group in July 2005. A questionnaire was mailed to 1,541 
Veterans, members of the Canadian Forces, the RCMP, and spouses or 
survivors who 

had a hearing and received a recent decision from the Board. The response 
rate was 65 per cent. While the majority of applicants indicated they had 

a positive experience with the appeal process, they also provided suggestions 
for improving the program. These recommendations were considered and 
incorporated in the Board’s Strategic Action Plan. The complete report 

of the National Applicant Satisfaction Survey 2005, which contains a 
detailed description of the methodology and results, is available at 


www.vrab-tacra.gc.ca. 


The Board did not achieve its commitment to develop a communications plan 
and publish a brochure in 2006-07 due to a lack of available resources. 
Further plans for information products and outreach were also delayed due to 
competing priorities. However, the plan and brochure are priorities in 2007-08 
as these will guide the Board in its efforts to provide Canadians with clear and 
concise information on the Board and its area of responsibility within the 
disability pension and award program. 


Link to the Government of Canada Outcome Areas 


The Portfolio is contributing to the Government of Canada’s economic and 
social outcomes through the delivery of benefits and services that contribute to 
the independence, quality of life, social citizenship, and standard of living of 
Canada’s Veterans, CF members, qualified civilians and their families in 
recognition of their service to the nation. 


Sustaining Canada’s economy is an essential part of improving the well-being 
and quality of life for Canadians. VAC’s Strategic Outcome “Eligible Veterans 
and other clients achieve their optimum level of well-being through programs 
and services that support their care, treatment, independence, and re- 
establishment” contributes to the Government of Canada’s outcome “Income 
Security and Employment for Canadians”. VAC is committed to providing 
exemplary, client-centred services and benefits that respond to the needs of its 
clients through the strategic priorities of: Enhancing and adapting programs 
and services to meet the needs of our Veterans, serving members, other clients 
and their families; and Implementing a Mental Health Strategy to enhance 
capacity to meet the mental health needs of clients. 


The Government of Canada’s outcome “Healthy Canadians” is strongly 
supported by VAC’s Strategic Outcome “Eligible Veterans and other clients 
achieve their optimum level of well-being through programs and services that 
support their care, treatment, independence, and re-establishment”. VAC’s 
commitment to its clients’ health and wellness is actioned through the strategic 
priorities of: Enhancing and adapting programs and services to meet the needs 
of our Veterans, serving members, other clients and their families; and 
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Implementing a Mental Health Strategy to enhance capacity to meet the mental 
health needs of clients. 


VAC’s Strategic Outcome “Canadians remember and demonstrate their 
recognition of all those who served in Canada’s efforts during war, military 
conflict and peace” supports the Government of Canada’s outcome “A Vibrant 
Canadian Culture and Heritage”. VAC’s commitment is actioned through the 
strategic priority of Engaging Canadians in community-based remembrance 
activities with an emphasis on Canada’s youth. 


The Veterans Review and Appeal Board Strategic Outcome of “Fair and effective 
resolution of disability pension, disability award, and War Veterans Allowance 
appeals from Canada’s war Veterans, eligible CF Veterans and members, RCMP 
clients, qualified civilians and their families” contributes to the Government of 
Canada outcome “Income Security and Employment for Canadians” by 
providing fairness in the adjudication of decisions for disability pensions, 
disability awards, and War Veterans Allowances. 
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SECTION II - ANALYSIS OF PROGRAM ACTIVITIES BY 
STRATEGIC OUTCOME 


Veterans Affairs’ Program Activity Architecture (PAA) was modified in June 
2006 to incorporate the New Veterans Charter’s programs and services 
implemented on April 1, 2006. Modifications include the descriptions of our 
strategic outcomes and the titles and descriptions for the related program 
activities. 


' Strategic Outcome #1: 


Eligible Veterans and other clients achieve their optimum level of well-being 
through programs and services that support their care, treatment, 
independence, and re-establishment. 


Program Activity #1.1: 


Pensions, Awards, Allowances for Disability and Death; and Financial 
Support. 


Veterans Affairs Canada provides, upon eligibility, pensions or awards for 
disability or death and financial support as compensation for hardships arising 
from disabilities and lost economic opportunities. Veterans Affairs Canada has 
a comprehensive and integrated range of compensation and wellness programs 
to support its clients. These clients include: Veterans of the First World War, 
the Second World War, Veterans of the Korean War, Merchant Navy Veterans, 
Canadian Forces members, spouses, common-law partners, certain civilians, 
and survivors and dependants of military and civilian personnel. Veterans 
Affairs also administers disability pensions for the RCMP under a 
Memorandum of Understanding. 


VAC’s mission is to provide exemplary, client-centred services and benefits that 
respond to the needs of our clients, in recognition of their services to Canada. 
The expected result which would link this program activity to the 
corresponding strategic outcome is: 


* Eligible Veterans and others are appropriately compensated to contribute to 
their well-being. 


The Department’s performance measurement strategy for monitoring the 
program activity’s related benefits and services includes an annual review to 
equate the performance indicators: 


* Percentage of decisions that comply with the Department’s standards and 
business processes. 


93 per cent of first applications for disability were completed within the service 


standard time of 24 weeks for 2006-07. Service standards for the NVC 
programs have not been published and therefore cannot yet be measured and 
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reported. It is anticipated that a revised service standards brochure will be 
published in 2008. 


¢ Number and duration of Veterans in receipt of Temporary Earnings Loss, 
Extended Earnings Loss and Canadian Forces Income Support 


For 2006-07, we had 857 clients in the Temporary Earnings Loss program and 
62 clients in the Extended Earnings Loss program. We did not have any clients 
in the Canadian Forces Income Support, Permanent Impairment Allowance or 
Supplementary Retirement Benefit programs. Statistical information on 
program activity (e.g. duration) is being developed and will be reported in future 
performance reports. Time spent in Earnings Loss programs should mirror the 
time in Rehabilitation for the most part unless the client reaches age 65 while 
still in Rehabilitation. . 


The Department’s performance is also measured every two years to validate the 
performance indicator: 


¢ Percentage of surveyed clients satisfied with the benefits and services which 
they have received. 


The Client Satisfaction Survey reported global survey findings of an overall level 
of satisfaction of 84 per cent. This included clients both in receipt of benefits 
and services and those who were declined a benefit or service. Additional 
information on this survey can be accessed at: 


www.vac-acc.gce.ca/general/sub.cfm?source=department/reports 


Financial Resources ($ millions): 


| Planned Spending Authorities Actual Spending 
2,065.4 2,136.7 1,932.8 


Human Resources (Full-Time Equivalents): 


1,281 1,294 


Program Activity #1.2: 


Health Care and Re-establishment Benefits and Services. 


Veterans Affairs Canada provides, upon eligibility, health benefits, a Veterans 
Independence Program, long-term care, and rehabilitation and re- 
establishment support to eligible Veterans and others. The Health Care 
Program is designed to enhance the quality of life of VAC clients, promote 
independence, and assist in keeping clients at home and in their own 
communities by providing a continuum of care. 
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The expected result which would link this program activity to the 
corresponding strategic outcome is: 


¢ Eligible Veterans and others receive the treatment benefits and services to 
meet their identified needs. 


The Department’s performance in providing health care and re-establishment 
benefits and services to clients is measured by the following performance 
indicators: 


¢ Total Program of Choice expenditures. 
Treatment Expenditures for 2006-07 were $266.1 million. 
¢ Total contract services to administer the program expenditures. 


For 2006-07, health care processing system contract fees (not including 
Vocational Rehabilitation and job placement) totalled $24.6 million. 


¢ Level of compliance with Departmental standards and business processes. 


The Quality Management Program conducts reviews of Health Care Programs to 
assess the extent of compliance with Departmental standards and business 
processes. In addition, regular reviews are conducted on the quality of service 
delivery to Veteran clients and their families. These reviews provide evidence 
relating to program delivery compliance and also provide qualitative 
recommendations for program and service improvement. 


For example, a review of compliance with Departmental policy and business 
processes related to the Veterans Independence Program was conducted in 
2006. Results of this review revealed a high level of policy and process _ 
compliance. A full 100 per cent of files reviewed were compliant in accordance 
with client need for VIP services, additionally 96 per cent of the files reviewed 
were compliant with appropriateness of level of services provided. 


¢ Total Rehabilitation /Vocational expenditure. 
Vocational Rehabilitation expenditures for 2006-07 were $226,769. 


Financial Resources ($ millions): 


Planned Spending Actual Spending 
1,062.5 1,077.9 1,021.5 


Human Resources (Full-Time Equivalents): 


2,188 : 2,203 
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Strategic Outcome #2: 


Canadians Concer a demonstrate their Erecoenienn of all those who 
served in Canada’s efforts during \ war, r, military conflict and peace. 


Program Activity # 2.1: 
Remembrance Programming. 


Remembrance Programming keeps alive the achievements and sacrifices made 
by those who served Canada in times of war, military conflict and peace; 
engages communities in remembrance of these achievements and sacrifices; 
and, promotes an understanding of their significance in Canadian life as we 
know it today. 


VAC’s mission also includes keeping the memory of Canada’s Veterans 
achievements and sacrifices alive for all Canadians. The expected result which 
would link this program activity to the corresponding strategic outcome is: 


¢ Canadians who commemorate, understand and value the achievements and 
sacrifices of those who have served Canada in war, military conflict and 
peace. 


The Department’s performance measurement strategy used to report on the 
expected result includes measuring on a regular basis the following 
performance indicator: 


¢ Percentage of Canadians who are knowledgeable about and engaged in 
remembrance. 


Successful results were achieved and are supported by the Client Satisfaction 
Survey which indicates that 80 per cent of VAC’s clients were satisfied with 
how VAC delivers its Commemoration activities. 


Research conducted for Veterans’ Week 2006 shows that 66 per cent of 
Canadians (compared to 57 per cent in 2002) had heard of Veterans’ Week, and 
that 72 per cent (compared to 68 per cent in 2002) agree that it is important to 
mark Veterans’ Week each year. 35 per cent participated in Veterans’ Week 
activities, up from 31 per cent in 2002. 


Other research was conducted for the Year of the Veteran. The findings, 
released in 2006, show that awareness of the Year of the Veteran increased 
throughout 2005 from 19 per cent to 56 per cent. The level of participation in 
commemorative events and 60" anniversary of the end of the Second World 
War increased through 2005 from 9 Daw Cent (Onl /epetmcent. 
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Financial Resources ($ millions): 


Human Resources (Full-Time Equivalents): 


Actual Spending 


Strategic Outcome #3: 


Fair and effective resolution of disability pension, disability award, and War 
Veterans Allowance appeals from Canada’s war Veterans, eligible Canadian 
Forces Veterans and members, RCMP clients, qualified civilians and their 
families. 


Program Activity # 3.1: 


Veterans Review and Appeal Board redress process for disability 
pensions and awards. 


Provides Canada’s war Veterans, eligible Canadian Forces Veterans and 
members, RCMP clients, qualified civilians and their families with full 
opportunity to request review and appeal hearings to ensure a fair adjudicative 
process for disability pension, disability award and War Veterans Allowance 
claims. 


The Board has full jurisdiction to hear, determine and deal with all applications 
for review and appeal that may be made to the Board under the Pension Act, 
the Canadian Forces Members and Veterans Re-establishment and 
Compensation Act, the War Veterans Allowance Act and other Acts of 
Parliament. The Board’s objective is to ensure that clients receive the benefits 
to which they are entitled efficiently, fairly and in accordance with the available 
evidence and the applicable legislation. The expected result which would link 
this program activity to the corresponding strategic outcome is: 


¢ Fairness in the Disability Pension, Disability Award and War Veterans 
Allowance Program. 


The Board’s performance measurement strategy in meeting its strategic 
outcome is measured on a quarterly basis to validate the performance 


indicator: 


* Percentage of Federal Court decisions that upholds the Board’s targets. 
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The Board’s expected results were successfully achieved. In 2006-07, the 
Federal Court issued 14 rulings; 7 upheld the decision of the Board and 7 did 
not. The Federal Court did not rule on one decision, which was returned to the 
Board to be re-heard pursuant to a Consent Order. 


Financial Resources ($ millions): 


Planned Spending Authorities Actual Spending 
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SECTION III - SUPPLEMENTARY INFORMATION 
Organizational Information 


Veterans Affairs Canada Organization 


Minister 
Veterans Affairs 


Deputy Minister Veterans Review and 
Veterans Affairs Canada Appeal Board 
o *e, 
? Associate Deputy Minister + 
: Veterans Affairs Canada Sens on PPP i iit bie 
eae Seeeeean SS Seee8ee88 = ne a 
a Director General a i 
Assistant Deputy Minister i: Audit and Evaluation ed 
Veterans Services Branch * *, Division wat 
Pott Tit Titi amie o 
RICCO eee bother latctel tpl i 
re Director a 
Assistant Deputy Minister : Office ofEalyConflict i. 
Corporate Services Branch 5 Res olution fi 
ore ae Oe : 
Fat SERGE teeeeeee BCR MS. : 
Assistant Deputy Minister Executive Director ‘, ! 
Public Programs and 5 - FederalHealthcare = +4 
Communications Branch ., Partners hip wfriigl 
Stteane Pee ti Pi Nae Me 
Director General {Chief Pensions Advocate *) } 
Policy Planning and Liaison : Bureau of Pensions Sees 
ane : 
Se ene Suemee ae sumeeee “ 
Director General * includes Regional Offices and 
Co-ordination Secretaria Ste. Anne's Hospital 
** General Counsel is functionally 
responsible tp the Deputy 
General Counsel Minister for legal services 


Justice Canada™ 
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Veterans Review and Appeal Board Organization 


Chair 
Veterans Review 
and Appeal Board 


Deputy Chair embers 
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Table 1: Comparison of Planned to Actual Spending (including FTEs) 


2006-2007 


2004-2005 | 2005-2006 Main ' Planned Total * Total 
($ millions) Actual Actual Estimates Spending | Authorities Actuals 


Pensions, Awards, 

Allowances for Disability 

and Death; and Financial 

Support 2,064.8 2,065.4 1,932.8 


Health Care and 
Re-establishment Benefits 
and Services 1,062.8 


Remembrance 
Programming 


Veterans Review and 
Appeal Board redress 
process for disability 

pensions and awards 


Budgetary Main Estimates 
(gross) 


Total 


Less: Non-respendable 
revenue : 


Plus: Cost of Services 
received without charge ‘ 


Total Departmental 
Spending 2,687.8 2,880.9 3,030.7 


Full-time Equivalents 3,463.0 3,676.0 3,695.0 


‘Employee benefit plans are already in the Main Estimates total. 

*For the 2006-2007 reporting cycle, the “total authorities” column refers to total spending authorities received during 
the fiscal year, as well as funding received from TB Vote 5 and TB Vote 10. 

*>Non-respendable revenue consists of all non-tax revenue that will be credited to the Consolidated Revenue Fund. 


*See Table 4 for details of services provided without charge. 
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Table 3: Voted and Statutory Items 


2006-2007 


Main Planned Total ' Total 
Truncated Vote or Statutory Wording Estimates | Spending | Authorities Actuals 
1 Veterans Affairs Canada - 
Operating expenditures 856.8 857.1 882.3 §33:3 
5 Veterans Affairs Canada - 
Capital expenditures 32.0 33.0 234 20.3 
10 Veterans Affairs Canada - 
Grants and contributions 2,264.4 2,264.4 2,343.7 Zileors 
15 Veterans Affairs - Veterans Review and 
Appeal Board - Operating expenditures 
(S) Veterans Insurance Actuarial Liability 
Adjustment 


($ millions) 


Vote or 
Statutory 
Item 


Refund of amounts credited to revenues in 
previous years 

Minister of Veterans Affairs - Salary and 
motor car allowance 


Contributions to employee benefit plan 
Total Portfolio 3,202.8 3,204.1 3,298.7 3,028.0 


"For the 2006-2007 reporting cycle, the “total authorities” column refers to total spending authorities received during 
the fiscal year, as well as funding received from TB Vote 5 and TB Vote 10. 


the! | 
Spending of proceeds from the disposal of 
surplus Crown Assets 0.1 0.1 
bell | ooh rei 
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Table 4: Services Received Without Charge 


2006-2007 


Accommodation provided by Public Works and Government Services Canada 


Contributions covering employer's share of employees’ insurance premiums and 
expenditures paid by Treasury Board Secretariat (excluding revolving funds). 
Employer's contribution to employees’ insured benefits plans and associated 
expenditures paid by TBS 


Workers’ Compensation coverage provided by Human Resources and Skills 
Development Canada 


Salary and associated expenditures of legal services provided by Justice Canada 


Total 2006-2007 Services received without charge 
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Table 5: Sources of Non-Respendable Revenue 
2006-2007 
Actual Actual 


Main Planned Total 
($ millions) 2004-2005 | 2005-2006 | Estimates | Revenue | Authorities Actual 


Health Care and 
Re-establishment Benefits and 
Services 


Ste. Anne’s Hospital: In-Patient 
Charges to the Quebec Provincial 
Plan (Other Goods and Services) 


Ste. Anne’s Hospital: Dietary 
Meals (Other Goods and Services) 


Ste. Anne’s Hospital: Domiciliary 
Care (Regulatory Care) 


Pensions, Awards, Allowances 
for Disability and Death; and 
Financial Support 


Total Non-Respendable 
Revenue 


40 WWW.Vvac-acc.gc.ca_ VETERANS AFFAIRS Www.vrab-tacra.gc.ca 


2006-2007 DEPARTMENTAL PERFORMANCE REPORT 


Table 6: Resource Requirements = eer’ Branch or Sector 


Pe te nner RA Zoe ey NOR I gmaD millions) 2006-2007 


Veterans 


Pensions, Review and 
Awards, Appeal Board 
Allowances Health Care redress 
for Disability and Re- process for 
and Death; establishment disability 
and Financial | Benefits and Remembrance pensions and Total 
Organization Support Services Programming Portfolio 


Veterans Services 
Branch 
Planned Spending 2,014.3 1,030.4 A aieen een 3,044.7 


Public Programs and 
Communications 
Branch 


eee | | 
eee 
Branch 

[Planned Spending | ieee) |") Se peepee em ree 
emis [se [sr [eso 


Planned Spending 
Actual Spending 


Veterans Review and 
Appeal Board 


Planned Spending 
Actual Spending 


1,932.8 1,021.5 


‘ Executive Branch includes Executive Services; Audit and Evaluation; General Counsel; Office of Early Conflict 
Resolution: Coordination Secretariat; Policy, Planning and Liaison; and Bureau of Pensions Advocates. 
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Table 7: Major Regulatory Initiatives 


On April 1, 2006, Veterans Affairs Canada (VAC) began the process of 
implementing the Canadian Forces Members and Veterans Re-establishment and 
Compensation Act (commonly referred to as the New Veterans Charter) and 
associated Regulations. The Act introduced a comprehensive suite of new 
benefits and services designed to support Canadian Forces (CF) Veterans and 
their families in the transition from military to civilian life. The overarching 
goal of this new suite of programs is to assist CF Veterans and their families 
achieve and maintain a good quality of life, with a focus on health and 


independence. 


Regulations Expected Results 


Canadian Forces 
Members and 
Veterans Re- 
establishment 
and 
Compensation 
Regulations 


Overall Program: Assist CF 
Veterans and their families to re- 
establish successfully into civilian 
society and to achieve and maintain 
optimum level of health, 
independence and quality of life 
within their own community. 


Job Placement: Enhance the 
employability of persons for re-entry 
into the labour market and helping 
promote work opportunities. 


Rehabilitation services and 
vocational assistance: Will enable 
CF Veterans to maintain or improve 
their functionality and optimize their 
health, independence and quality of 
life. 


Financial Benefits (FB): Wil 
provide CF Veterans in rehabilitation 
with adequate income while 
recovering from a service-related or 


Career-ending injury and also provide 


financial assistance if they are 
unable to work due to their service- 
related disability. 


Health Benefits Program: Supports 


the re-establishment of eligible CF 
Veterans and their families into 
civilian life by ensuring that they 
have access to supplementary 
health benefits that respond to their 
needs. 


Disability Awards (DA) and Death 


Benefits (DB): Will recognize and 
compensate CF members and 


42 


Performance Measurement 
Criteria 


The Regulations set out the 
terms and conditions, scope 
of benefits and services to 
be provided to eligible 
clients. The integrated 
RBAF/RMAF describes the 
integrated approach that 
VAC uses to measure, 
evaluate and report on client 
and program outcomes. 
The Performance 
Measurement Criteria for 
NVC programs has been 
developed. Evaluation of 
the programs is ongoing. 


Results Achieved 


Ongoing quantitative and 
qualitative indicators for all 
program components as well 
as Client outcome indicators 
are currently or will be 
measured. 
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Regulations Expected Results Performance Measurement Results Achieved 
Criteria 


Veterans, and in some cases their 


survivors and surviving dependent 
children for the non-economic effects 
of a service-related disability, 
including pain and suffering, 
functional loss and the impairment. 


Case Management: A coordinated, 
organized and collaborative process 
that ensures clients with complex 
needs access timely and appropriate 
resources to optimize their level of 
independence and quality of life. 
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Table 8: Details on Project Spending 


2006-2007 


Current 
Estimated Actual Actual Main Planned Total 


UCI TRU AME | ULE Estimates | Spending | Authorities 


($ millions) 


Ste. Anne’s 
Hospital 
Renovation 


European 
Monument 
Restoration 


44 WWW .VaC-aCC.gc.ca VETERANS AFFAIRS www.vrab-tacra.gc.ca 


2006-2007 DEPARTMENTAL PERFORMANCE REPORT 
Table 9: Details on Transfer Payments Programs (TPP) 


Veterans Affairs Canada manages the following transfer payments programs in excess of 
$5 million: 


($ millions) ‘ 2006-2007 


Last Post Fund 


Commonwealth War Graves Commission _ 


Further information on the above-mentioned Transfer Payments Programs can 


be found at www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp 
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Table 10: Financial Statements of Departments and Agencies 


Veterans Affairs Canada 
Management Responsibility for Financial Statements 


Responsibility for the integrity and objectivity of the accompanying financial 
statements for the year ended March 31, 2007 and all information contained in 
these statements rests with the management of Veterans Affairs Canada. 
These financial statements have been prepared by management in accordance 
with Treasury Board Accounting policies which are consistent with Canadian 
generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information 
in these financial statements. Some of the information in the financial 
statements is based on management’s best estimates and judgement and gives 
due consideration to materiality. To fulfil its accounting and reporting 
responsibilities, management maintains a set of accounts that provides a 
centralized record of Veterans Affairs’ financial transactions. Financial 
information submitted to the Public Accounts of Canada and included in 
Veterans Affairs’ Departmental Performance Report is consistent with these 
financial statements. 


Management maintains a system of financial management and internal 
controls designed to provide reasonable assurance that financial information is 
reliable, that assets are safeguarded and that transactions are in accordance 
with the Financial Administration Act, are executed in accordance with 
prescribed regulations, within Parliamentary authorities, and are properly 
recorded to maintain accountability of Government funds. Management also 
seeks to ensure the objectivity and integrity of data in its financial statements 
by careful selection, training and development of qualified staff; by 
organizational arrangements that provide appropriate divisions of 
responsibility; and by communication programs aimed at ensuring that 
regulations, policies, standards and managerial authorities are understood 
throughout Veterans Affairs. 


Veterans Affairs Canada has a Departmental audit committee whose roles are 
to oversee compliance with legal and regulatory requirements as well as the - 
integrity of financial reporting, internal controls, disclosure controls and 
internal audit functions. In fulfilling its responsibilities, the audit committee 
provides advice to assist senior management in risk management and the 
operation of management control frameworks. 


The financial statements of Veterans Affairs Canada have not been audited. 


ae JK: fyillir 


Suzanne Tining Keith Hillier 
Deputy Minister Senior Financial Officer 
September 20, 2007 September 20, 2007 
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Veterans Affairs 
Statement of Operations (unaudited) 
For the year ended March 31 


Health care benefits 
Pension allowance disability 
Veterans Review and Appeal Board 


The accompanying notes form an integral part of these financial statements. 
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Veterans Affairs 
Statement of Financial Position (unaudited) at March 31 


(in thousands of dollars) 2007 eyeqgeh 2006 amtaget?| 
a ae er 
Accounts receivable and advances (Note 6) WATS 11,026 


10,083 10,119 


The accompanying notes form an integral part of these financial statements. 


48 WWwW.VaC-acc.gc.ca_ VETERANS AFFAIRS WWw.Vrab-tacra.gc.ca 


2006-2007 DEPARTMENTAL PERFORMANCE REPORT 


Veterans Affairs 
Statement of Equity of Canada (unaudited) 
For the year ended March 31 


(in thousands of dollars) 2007 P2000 rua, 
Equity of Canada, beginning of year (14,753) (45,709) 


Net cost of operations (3,015,406) | (2,864,050) 
Current year appropriations used (Note 3) 3,027,967 2,881,436 
crs ( 


Revenue not available for spending (21,979) (23,599) 


Change in net position in the Consolidated Revenue Fund (Note 3) (5,332) 6,869 


Services received without charge from other government departments 
(Note 12) 32,367 30,300 


Equity of Canada, end of year 2,864 (14,753) 


The accompanying notes form an integral part of these financial statements. 


Veterans Affairs 
Statement of Cash Flows (unaudited) 
For the year ended March 31 


(in thousands of dollars) 2007 
Operating activities 


hvu 
eerie 
_ CELT a 
0 
a 
So 
[Version sinenentotFransiPoatn 


(Increase) decrease in accounts receivable and 
advances 347 (3,664) 


(Increase) decrease in prepaid expenses 7 
Increase (decrease) in liabilities (1,426) 11,607 


2,978,052 2,838,418 


22,604 26,308 
(20) 

22,604 26,288 
2,864,706 


ra) 
— 
iS 
~ 
— 


Cash used for operating activities 


Acquisitions of tangible capital assets 


Proceeds from disposal of tangible capital assets 


i?) 
© 
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Cash used for capital investment activities 


Financing activities 


Net cash provided by Government of Canada 


3,000,656 


The accompanying notes form an integral part of these statements. 
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Veterans Affairs Canada 
Notes to Financial Statements (unaudited) 


1. Authority and Objectives 


The Department of Veterans Affairs was established by the Department of 
Veterans Affairs Act as a department under Schedule I to the Financial 
Administration Act. 


The Veterans Affairs Portfolio consists of the Department of Veterans Affairs, 
which reports to the Minister of Veterans Affairs, and the Veterans Review and 
Appeal Board, which reports to Parliament through the Minister of Veterans 
Affairs. 


Veterans Affairs Canada objectives as stated in the Department of Veterans 
Affairs Act are the care, treatment or re-establishment in civil life of any 
person who served in the Canadian Forces or merchant navy or in the naval, 
army or air forces or merchant navies of Her Majesty, of any person who has 
otherwise engaged in pursuits relating to war, and of any other person 
designated by the Governor in Council, and the care of the dependants or 
survivors of any person previously referred to herein. 


The Department meets its responsibilities through its various programs. The 
Canada Remembers program endeavours to keep alive the achievements and 
sacrifices made by those who have served Canada in times of war and peace. 
The Health Care Benefits program provides treatment and other health-related 
benefits to Veterans and other eligible persons. The Pensions and Allowances 
for Disability and Death, and Economic Support program provides pensions 
for disability or death and economic support in the form of allowances to 
Veterans and other eligible persons. The Veterans Review and Appeal Board 
program provides Canada’s war Veterans, eligible Canadian Forces Veterans 
and still-serving members, RCMP clients, qualified civilians and their families 
with full opportunity to request review and appeal hearings to ensure a fair 
adjudicative process for disability pension, disability awards and War Veterans 
Allowance claims. 


2. Summary of Significant Accounting Policies 

These financial statements have been prepared in accordance with Treasury 
Board accounting policies which are consistent with Canadian generally 
accepted accounting principles for the public sector. 

Significant accounting policies are as follows: 

(a) Parliamentary appropriations 

Veterans Affairs Canada is financed by the Government of Canada through 
Parliamentary appropriations. Appropriations provided to Veterans Affairs 
Canada do not parallel financial reporting according to generally accepted 


accounting principles since appropriations are primarily based on cash flow 
requirements. Consequently, items recognized in the statement of operations 
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and the statement of financial position are not necessarily the same as those 
provided through appropriations from Parliament. Note 3 to these financial 
statements provides a high-level reconciliation between the bases of reporting. 


(b) Net cash provided by Government 


Veterans Affairs Canada operates within the Consolidated Revenue Fund 
(CRF), which is administered by the Receiver General for Canada. All cash 
received by Veterans Affairs Canada is deposited to the CRF and all cash 
disbursements made by Veterans Affairs Canada are paid from the CRF. The 
net cash provided by Government is the difference between all cash receipts 
and all cash disbursements including transactions between departments of 
the federal government. 


(c) Change in net position in the Consolidated Revenue Fund (CRF) is the 
difference between the net cash provided by Government and appropriations 
used in a year, excluding the amount of non-respendable revenue recorded by 
Veterans Affairs Canada. It results from timing differences between when a 
transaction affects appropriations and when it is processed through the CRF. 


(d) Revenues are accounted for in the period in which the underlying 
transaction or event occurred that gave rise to the revenues. Revenues that 
have been received but not yet earned are recorded as deferred revenue on the 
Statement of Financial Position. This amount represents prepayments to Ste. 
Anne’s Hospital for in-patient charges. 


(e) Expenses are recorded on the accrual basis: 


° Grants are recognized in the year in which the conditions for payment 
are met. 
° Contributions are recognized in the year in which the recipient has 


fulfilled the terms of a contractual transfer agreement. 


° Vacation pay and compensatory leave are expensed as the benefits 
accrue to employees under their respective terms of employment. 


° Services provided without charge by other government departments for 
accommodations, the employer’s contribution to the health and dental 
insurance plans, and legal services are recorded as operating expenses 
at their estimated cost. 


(f) Benefit payments 


The majority of the programs administered by Veterans Affairs Canada are 
meant to provide future benefits for members and Veterans of the Canadian 
Forces. As such, an actuarially determined liability and related disclosure for 
these future benefits are presented in the financial statements of the 
Government of Canada, the ultimate sponsor of these benefits. This differs 
from the accounting and disclosures of benefits presented in these financial 
statements as Veterans Affairs Canada expenses these benefits as they 
become due and records no accruals for future benefits. Payments of benefits 
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made directly to beneficiaries, such as pensions and allowances for disability, 
death and economic support, are recorded as grants or contributions, while 
benefits delivered through service providers, such as certain health care 
benefits are recorded as operating expenses. This accounting treatment 
corresponds to the funding provided to the Department through Parliamentary 
appropriations. 


(g) Employee future benefits 


(i) Pension benefits: Eligible employees participate in the Public Service 
Pension Plan, a multi-employer plan, administered by the Government 
of Canada. Veterans Affairs Canada contributions to the Plan are 
charged to expense in the year incurred and represent the total 
Departmental obligation to the plan. Veterans Affairs Canada is not 
required to make contributions for any actuarial deficiencies of the 
Plan. | 

(ii) Severance benefits: Employees are entitled to severance benefits, as 
provided for under labour contracts or conditions of employment. 
These benefits are accrued as employees render the services necessary 
to earn them. The obligation relating to the benefits earned by 
employees is calculated using information derived from the results of 
the actuarially determined liability for employee severance benefits for 
the Government as a whole. 


(h) Accounts receivables are stated at amounts expected to be ultimately 
realized. A provision is made for receivables where recovery is considered 
uncertain. 


(i) Tangible capital assets 


All tangible capital assets and leasehold improvements having an initial cost of 
$10,000 or more are recorded at their acquisition cost. Veterans Affairs 
Canada does not capitalize intangibles, works of art and historical treasures 
that have cultural, aesthetic or historical value, assets located on Indian 
Reserves and museum collections. 


Amortization of tangible capital assets is done on a straight-line basis over the 
estimated useful life of the asset as follows: 


Asset Class Amortization Period 

Buildings 25 years 

Works and infrastructure 25 years 

Machinery and equipment 5 tolS years 

Informatics 2 to 5 years 

Motor vehicles S years 

Leasehold improvements ' Lesser of useful life or term of the 
lease 

Assets under construction Once in service, in accordance 


with asset type 
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(j) Foreign currency transactions 


Transactions involving foreign currencies are translated into Canadian dollar 
equivalents using rates of exchange in effect at the time of those transactions. 
Monetary assets and liabilities denominated in foreign currencies are 
translated into Canadian dollars using exchange rates in effect on March 31. 
Gain and losses resulting from foreign currency transactions are reported on 
the Statement of Operations according to the activities to which they relate. 


(k) Contingent liabilities are potential liabilities which may become actual 
liabilities when one or more future events occur or fail to occur. To the extent 
that the future event is likely to occur or fail to occur, and a reasonable 
estimate of the loss can be made, an estimated liability is accrued and an 
expense recorded. If the likelihood is not determinable or an amount cannot 
be reasonably estimated, the contingency is disclosed in the notes to the 
financial statements. 


(1) Environmental liabilities reflect the estimated costs related to the 
management and remediation of environmentally contaminated sites. Based 
on management’s best estimates, a liability is accrued and an expense 
recorded when the contamination occurs or when Veterans Affairs Canada 
becomes aware of the contamination and is obligated, or is likely to be 
obligated to incur such costs. If the likelihood of the Department’s obligation 
to incur these costs is not determinable, or if an amount cannot be reasonably 
estimated, the costs are disclosed as contingent liabilities in the notes to the 
financial statements. 


(m) Measurement uncertainty 


The preparation of these financial statements in accordance with Treasury 
Board accounting policies which are consistent with Canadian generally 
accepted accounting principles for the public sector, requires management to 
make estimates and assumptions that affect the reported amounts of assets, 
liabilities, revenues and expenses reported in the financial statements. At the 
time of preparation of these statements, management believes the estimates 
and assumptions to be reasonable. The most significant items where 
estimates are used are contingent liabilities, the useful life of tangible capital 
assets and the liability for employee severance benefits. Actual results could 
significantly differ from those estimated. Management’s estimates are 
reviewed periodically and, as adjustments become necessary, they are 
recorded in the financial statements in the year they become known. 


3. Parliamentary Appropriations 


Veterans Affairs Canada receives funding through annual Parliamentary 
appropriations. Items recognized in the statement of operations and the 
statement of financial position in one year may be funded through 
Parliamentary appropriations in prior, current or future years. Accordingly, 
Veterans Affairs Canada has different net results of operations for the year on 
a government funding basis than on an accrual accounting basis. The 
differences are reconciled in the following tables: 
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(a) Reconciliation of net cost of operations to current year appropriations 
used 


in thousands of dollars 2007 el eee 


Net cost of operations 3,015,406 2,864,050 


Adjustments for items affecting net cost of operations 
but not affecting appropriations: 
Add(Less): 


Services provided without charge (32,367) (30,300) 
Revenue not available for spending 21,979 23,599 
Refund of previous years' expenses 7,727 9,520 
Employee severance benefits (2,792) (6,051) 
Amortization of tangible capital assets (4,571) (4,150) 
Justice Canada fees (1,585) (1,200) 
Bad debt expense (2,697) (157) 
Vacation pay and compensatory leave ey (1,043) 

) 


Loss on disposal of tangible capital assets 
Other 


(164 
1,051 


3,005,290 2,855,155 


Adjustment for items not affecting net cost of operations ~ 
but affecting appropriations: 
Add(Less): 
Acquisition of tangible capital assets 


22,604 26,308 


73 (27) 
22,677 26,281 
3,027,967 2,881,436 


(b) Appropriations provided and used 


Prepaid expenses 


Appropriations Provided 
in thousands of dollars 2007 voy tw200634 7b ae Be 


Vote 1 - Operating expenditures 882,315 832,165 
Vote 5 - Capital expenditures 23,075 32,301 
Vote 10 - Grants and Contributions VEC Ate) 1,986,811 
Vote 15 - Program expenditures 10,017 9,869 
Statutory amounts 39,565 41,056 

3,298,687 2,902,252 


Less: 
Lapsed appropriations (270,720) (20,816) 


Current year appropriations used | 3,027,967 2,881,436 
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(c) Reconciliation of net cash provided by Government to current year 
appropriations used 


in thousands of dollars 


Net cash provided by Government 


3,000,656 2,864,706 


Revenue not available for spending 


21,979 23,599 


Change in net position in the Consolidated Revenue Fund 
Variation in accounts receivable and advances 
Variation in accounts payable and accrued liabilities 
Variations in deferred revenue 

Other adjustments 


(347) 3,664 
(960) (17,727) 
49 (480) 


6,590 7,674 


5/382 (6,869) 
Current year appropriations used 3,027,967 2,881,436 


4. Expenses 


The following table presents details of expenses by category: 


aimiousansotdolisiejee 2007 |) 200 
Transfer payments : 
Individuals 2,098,279 1,948,420 
Non-profit organizations 13,183 133817 
Other countries and international organizations 8,859 8,685 
Other 15 182 
Total transfer payments 2,120,336 1,971,104 


Operating 

Professional and special services 310,588 310,593 
Salaries and employee benefits 291,708 288,509 
Utilities, materials and supplies 217,658 221,116 
Transportation and communications 39,353 43,393 
Repairs and maintenance 20,003 19,944 
Accommodations 14,700 14,900 
Amortization 4,571 4,150 
Loss on disposal of tangible capital assets 164 
Other 13,810 


Total operating expenses 916,751 916,579 


3,037,087 2,887,683 
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Se Revenues 


The following table presents details of revenues by category: 


in thousands of dollars 2007 Fe yh 2006 Maaia wets 


Hospital services ACTOR: 
| Meals 362 
Sale of goods and information products - 114 
Gain on disposal of tangible capital assets 

Other revenue ; 


Total revenues 


6. Accounts Receivable and Advances 


3,482 


[eee 23,633 


The following table presents details of accounts receivable and advances: 


in thousands of dollars 2007 PEER I20068 2 ae 


Receivables from external parties 1S 232 - 17,963 
Receivables from other Federal Government Departments and 4,251 2,977 
agencies 
Advances 952 
Sub-Total 23,435 


132 


Less: allowance for doubtful accounts on external receivables (12,062) 


te Tangible capital assets 


The following tables present details of tangible capital assets: 


Cost 


Capital Asset Class Opening balance Acquisitions adjustments Closing balance 


Land 338 274 612 
Buildings 66,453 66,453 
Works and infrastructure 4411 4,417 


Machinery and equipment 3,696 4,092 
Informatics 11,685 10,793 
Motor Vehicles 1,284 1,352 
Leasehold Improvements Joo 330 
Assets under construction 60,083 20,854 81,292 |. 


148,285 22,604 1,543 169,346 
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Accumulated Amortization 


Opening balance Amortization adjustments Closing Balance 


Buildings 43,587 46 246 
Works and infrastructure 2,686 2,863 
Machinery and equipment a a 2,404 
Informatics 10,650 9,420 
Motor Vehicles 772 929 
Leasehold Improvements 159 201 


59,625 4,571 2,133 62,063 


Amortization expense for the year ended March 31, 2007 is $4,571 


(2006 - $4,150) 


(in thousands of dollars) 


Capital Asset Class 
Land 

Buildings 

Works and Infrastructure 


Machinery and Equipment 


Informatics 

Motor Vehicles 

Leasehold Improvements 
Assets under construction 


Net Book Value 


2007 


Net book value Net book value 


613 
20,208 
1,554 
1,688 
1,372 
423 
134 
81,291 


338 
22,866 
1,725 
1,925 
1,035 
512 
176 
60,083 


SLE 
8. Other liabilities 


Other liabilities represent funds received from parties which are to be 
disbursed for specified purposes. The following table presents the details of 
other liabilities: 


Balance Receipts and | Payments and 
in thousands of dollars April 1, 2006 other credits other charges March 31, 2007 
Administered accounts 


Estate fund 
Veterans administration and 


welfare trust fund 
Returned soldiers’ insurance fund 
Veterans insurance fund 
Other accounts 


(a) Administered accounts 


Pursuant to section 41 of the Pension Act, section 15 of the War Veterans 
Allowance Act, section 55 of the Veterans Treatment Regulations and section 8 


of the Guardianship of Veterans Property Regulations, moneys held in these 
accounts include: pensions, war veterans allowances and treatment 
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allowances placed under the administration of the Department of Veterans 
Affairs; and, benefits from other sources such as Old Age Security, 
Guaranteed Income Supplement or Canada Pension Plan, placed under 
administration with the consent of the client. These persons have 
demonstrated their inability to manage their own affairs. Payments are made 
out of the accounts, to provide food, shelter, clothing, comforts and other 
necessities to the client. 


(b) Estates fund 


This account was established to record the proceeds from the estates of those 
Veterans who died while receiving hospital treatment or institutional care, and 
for those Veterans whose funds had been administered by the Government, in 
accordance with sections 5, 6 and 7 of the Veterans’ Estates Regulations. 
Individual accounts are maintained and payments are made to beneficiaries 
pursuant to the appropriate legislative authority. 


(c) Veterans administration and welfare trust fund 


This account was established to record donations, legacies, gifts, bequests, 
etc., received, to be disbursed for the benefit of Veterans or their dependents 
under certain conditions, and for the benefit of patients in institutions, in 
accordance with section 9 of the Guardianship of Veterans’ Property 
Regulations. 


(d) Returned soldiers’ insurance fund 


This fund was established by the Returned Soldiers’ Insurance Act, to provide 
life insurance to contributing Veterans of the First World War. The account is 
credited with premiums and is charged with disbursements for death benefits 
and cash surrender values. The account is actuarially maintained and an 
actuarial adjustment as at March 31, 2006 of $1,671 was charged to the 
account during the year and was credited to revenues. The final date on which 
application for this insurance could have been received was August 31, 1933. 


(e) Veterans insurance fund 


This fund was established by the Veterans’ Insurance Act, to provide life 
insurance to contributing Veterans of the Second World War. The account is 
credited with premiums and is charged with disbursements for death benefits 
and cash surrender values. The account is actuarially maintained and an 
actuarial liability adjustment as at March 31, 2006 of $16,194 was credited to 
the account during the year and was charged to expenditures. The final date 


on which application for this insurance could have been received was October 
31, 1968. 


(f) Other accounts — Shared-cost agreements 


This account was established to record transactions relating to share of costs 
incurred under federal/provincial cost-sharing agreements and funding for 
research and other projects at Ste. Anne’s Hospital. | 
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9. Employee Benefits 
(a) Pension benefits 


Veterans Affairs Canada employees participate in the Public Service Pension 
Plan, which is sponsored and administered by the Government of Canada. 
Pension benefits accrue to a maximum period of 35 years at a rate of 2 percent 
per year of pensionable service, times the average of the best five consecutive 
years of earnings. The benefits are integrated with Canada/Quebec Pension 
Plans benefits and they are indexed to inflation. 


Both the employees and Veterans Affairs Canada contribute to the cost of the 
Plan. The 2006-07 expense amounts to $28,765,351 ($30,089,952 in 2005- 
06), which represents approximately 2.2 times pe 6 in 2005-06) the 
contributions by employees. 


Veterans Affairs Canada responsibility with regards to the Plan is limited to its 
contributions. Actuarial surpluses or deficiencies are recognized in the 
financial statements of the Government of Canada, as the Plan’s sponsor. 


(b) Severance benefits 


Veterans Affairs Canada provides severance benefits to its employees based on 
eligibility, years of service and final salary. These severance benefits are not 
pre-funded. Benefits will be paid from future appropriations. Information 
about the severance benefits, measured as at March 31, is as follows: 


in thousands of dollars 2007 es de 2006) Neen 


Accrued benefit obligation, beginning of year 
Expenses for the year 

Benefits paid during the year 

Accrued benefit obligation, end of year 


45,076 42,284 


10. Contingent liabilities 
(a) Contaminated sites 


Liabilities are accrued to record the estimated costs related to the 
management and remediation of contaminated sites where the Department is 
obligated or likely to be obligated to incur such costs. Veterans Affairs Canada 
has identified approximately four sites (unchanged from March 2006) where 
such action is thought to be possible. A liability has not been recorded as 
Veterans Affairs Canada is unlikely to incur remediation costs. 


Veterans Affairs Canada’s ongoing efforts to assess contaminated sites may 
result in additional environmental liabilities related to newly identified sites, 
or changes in the assessments or intended use of existing sites. These 
liabilities will be accrued by the Department in the year in which they become 
known. 
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(b) Claims and litigation 


Claims have been made against Veterans Affairs Canada in the normal course 
of operations. Legal proceedings for claims totalling approximately 
$428,000,000 (unchanged from 2006) were still pending at March 31, 2007. 
Some of these potential liabilities may become actual liabilities when one or 
more future events occur or fail to occur. To the extent that the future event 
is likely to occur or fail to occur, and a reasonable estimate of the loss can be 
made, an estimated liability is accrued and an expense recorded in the: 
financial statements. 


The Government is a defendant in a class action lawsuit which claims 
damages from the alleged failure of the Crown to invest or provide a rate of 
return on monies administered for the benefits of Veterans. On December 29, 
2005, a damage award was ordered by the Ontario Superior Court in the 
amount of $4.6 billion, effective December 31, 2004. The government 
appealed and on July 4, 2007, the Ontario Court of Appeal allowed the 
Crown’s appeal, set aside the judgment for damages and dismissed the action. 
Plaintiffs counsel has announced an intent to seek leave to appeal to the 
Supreme Court of Canada. No amount has been recorded in the financial 
statements of the Department given the uncertainty of the outcome. 


11. Contractual Obligations 
The nature of Veterans Affairs Canada’ activities can result in some large 
multi-year contracts and obligations whereby the Department will be obligated 


to make future payments when the services/goods are received. Significant 
obligations that can be reasonably estimated are summarized as follows: 


2008 2012 and Total 
(in thousands of dollars) thereafter 
Ste. Anne's Hospital 
Modernization Project 20,000 19,000 8,000 47,000 


12. Related party transactions 


Veterans Affairs Canada is related as a result of common ownership to all 
Government of Canada departments, agencies, and Crown corporations. 
Veterans Affairs Canada enters into transactions with these entities in the 
normal course of business and on normal trade terms. Also, during the year, 
Veterans Affairs Canada received services which were obtained without charge 
from other Government departments as presented in part (a). 


(a) Services provided without charge: 
During the year Veterans Affairs Canada received without charge from other 
departments, accommodations, legal fees, and the employer’s contribution to 


health and dental insurance plans. These services without charge have been 
recognized on the Department’s Statement of Operations as follows: 
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(in thousands of dollars) 
Accommodations 
Employer's contribution to the 
health and dental insurance plans 16,556 
Legal services 1,111 


32,367 30,300 


14,700 


The Government has structured some of its administrative activities for 
efficiency and cost-effectiveness purposes so that one department performs 
these on behalf of all without charge. The costs of these services, which 
include payroll and cheque issuance services provided by Public Works and 
Government Services Canada and audit services provided by the Office of the 


Auditor General are not included as an expense in Veterans Affairs’ Statement 
of Operations. 


(b) Payables outstanding at year-end with related parties: 


(in thousands of dollars) 2007 ese, WO0C Ieee) 


Accounts payable to other government 
departments and agencies 9,004 


13. Comparative information 


9,383 


Comparative figures have been reclassified to conform to the current year’s 
presentation. 
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Table 11: Response to Parliamentary Committees, and Audits and 
Evaluations for FY 2006-2007 


Response to Parliamentary Committees 


On February 22, 2007, the House of Commons Standing Committee on 
Veterans Affairs tabled its second report, entitled “A Helping Hand for 
Veterans: Mandate for a Veterans Ombudsman”. While the Committee had 
not requested an official Government response, the Prime Minister 
announced the establishment of a Veterans’ Ombudsman on April 3, 2007, 
explaining that the Ombudsman would: operate at arm’s length from the 
Government; play an important role in raising awareness of the needs and 
concerns of Veterans; and, submit an annual report to the Minister of 
Veterans Affairs, to be tabled in Parliament. | 


Veterans Affairs Canada develops its annual audit and evaluation plan using a 
risk-based approach. This plan is approved by an Audit and Evaluation 
Committee, chaired by the Deputy Minister. The intent of the audit and 
evaluation plan is to ensure that the projects are clearly aligned with VAC’s 
Five-Year Strategic Plan, Program Activity Architecture, and Management 
Accountability Framework. The Department undertakes audit and evaluation 
projects in areas that are deemed the highest risks, focussing attention where 
use of the available resources would best achieve the Department’s objectives. 
The following criteria are considered during project selection: materiality, 
likelihood, complexity and sensitivity/reputation. During the ranking of the 
proposed engagements, consultations are held with senior managers, program 
managers and audit and evaluation staff. Findings and recommendations of 
previous audits, evaluations and reviews, as well as the extent of follow-up 
and corrective action taken by management are also used to assess potential 
projects. Audit schedules are compared with those of the Office of the Auditor 
General and Veterans Affairs’ Sustainable Development Strategy in order to 
prevent overlapping visits and undue interference with operations. 
Consultation with partners is conducted on an ongoing basis. 


The long range plan attempts to provide some balance, so that a variety of 
functions, activities and organizational entities are covered annually through 
cyclical projects (e.g. Financial Management and Control, Residential Care, 
and Organizational Governance). Follow-up to findings also contribute to 
current and future year planning. The plan has some flexibility to allow for 
requests from management for special studies demanded by unforeseeable 
circumstances, from central agencies for Transfer Policy requirements, and 
for follow-up reviews on the actions taken on recommendations. 


Throughout the year, there are a number of internal audits, evaluations and 
responses to the Auditor General conducted across the Portfolio. Internal 
audits are objective examinations of evidence for the purpose of providing an 
independent assessment of the soundness of risk management strategies and 
practices, management control frameworks and practices, and information 
used for decision-making and reporting. Audits and evaluations improve 

the effectiveness of programs and their delivery in two ways. First, they 

help managers to design (or improve the design of) policies, programs and 
initiatives. Second, they provide periodic assessments of policy or program 
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effectiveness and information on impacts (both intended and unintended) and 
alternative ways of achieving expected results. 


In addition to the internal audits and evaluations listed below, Audit and 
Evaluation is also periodically requested to conduct Management Consults 
and Reviews. These encompass a variety of studies aimed at providing 
decision-making information to senior management on selected issues. 


Program areas are invited and do respond to all recommendations and 
observations raised in audit and evaluations through Management Responses 
and Management Action Plans. The Audit and Evaluation Division (AED) 
further completes a follow-up process where documentation and other 
evidence provided is examined to ensure actions within these program areas 
fully satisfy the recommendations raised. These steps are fulfilled before 
finally closing off the report. 


The Audit and Evaluation Division is also the central point of contact for all 
Office of the Auditor General (OAG) activities. AED staff manage reporting to 
the OAG, notify and work with the program areas to develop action plans and 
respond to any OAG observations or recommendations. This includes reports 
to Parliament as well as the annual audits of the financial public accounts 
statements and the sustainable development strategy. 


Internal Audits or Evaluations Completion 
Date 


Organizational Governance Audit/Evaluation Report July 2006 
Volume I - Bureau of Pensions Advocates (BPA) 

The purpose of the audit/evaluation report was to provide an 

independent, cyclical assurance that the BPA program and 

initiatives have the capacity, as shown by organizational 

performance, to demonstrate and account for results. 


Administered Accounts - Phase I Assurance Audit . July 2006 
The purpose of the audit was to provide management with an 
independent assessment of VAC’s compliance with governing 


authorities regarding administered accounts. 


Audit/Evaluation of the Residential Care Program July 2006 
(Ontario Region) 

The purpose of the review was to identify issues, problems 

and opportunities associated with VAC’s Health Care 

Program. 


Evaluation of VIP for Renewal _ December 
The objective was to assess the program purpose and design, 2006 
strategic planning, program management and program 

results and accountability for the purposes of renewing the 

Terms and Conditions in accordance with the Treasury Board 

Policy on Transfer Payments. 
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Management of Client and Subject Information Holdings December 
The scope of the assessment included examining the risks, 2006 
controls and governance processes used by Veterans Affairs 

in the management of its client and subject information, 

excluding the examination of financial and human resources 

information. The objective was to recommend critical high 

risk areas that may warrant consideration for a future audit 

and/or evaluation. 


Audit/Evaluation of the Organizational Governance December 
Volume II Veterans Services (VS) - Atlantic Region 2006 
The purpose was to provide an independent, cyclical 

assurance that the VS Atlantic Region’s programs and 

initiatives have the capacity, as shown by organizational 

performance, to demonstrate and account for results. 


Ste. Anne’s Hospital Modernization Review December 
The purpose of this review was to provide management with a 2006 
status report of how well VAC is managing this undertaking; 

a cursory assessment of the managerial and operational 

controls framework; the information output; and the 

compliance practices. 


Internal audits and evaluations can be found on the following Web site: 


www.vac-acc.gc.ca/general/sub.cfm?source=department/reports/depta 
udrep 


For additional details, please contact the Director General, Audit and 
Evaluation at 902-566-8018. 
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Table 12: Sustainable Development Strategy 


In Sustainable Development Strategy (SDS) 2004-2006, there were 83 
milestones along four themes: sustaining the health and well-being of our 
clients; sustaining the health and well-being of our staff; sustaining knowledge 
and information; and, sustaining government operations. Of these milestones, 
54 per cent were achieved or ongoing and 46 per cent were not achieved. 
Although VAC met with mixed success amongst the themes, many milestones 
contributed to the success overall of the SDS. Several incomplete milestones 
were as a result of their interdependency with other milestones. Several of the 
environmental milestones that were not achieved have been incorporated in 
the 2007-09 SDS. The results of 2004-06 SDS and the new 2007-09 SDS 
can be found on the VAC Web site at: 


www.vac-acc.gc.ca/general/sub.cfm?source=department/reports#04 


Our SDS 2004-2006 offered valuable “lessons learned” for SDS 2007-09. This 
document, which was tabled in December 2006, has a more manageable 
number of commitments that follow a more government-wide approach and 
are in the areas of: federal governance, greenhouse gas emissions, green 
stewardship, quality of life, regulatory compliance, and waste and water 
management. Although we are early into this strategy, we have already seen 
some success in our paper reduction commitment. Printers at Head Office 
have been set to automatically duplex print. This has resulted in considerable 
paper savings in some offices. Other initiatives are being implemented 
throughout the Department to ensure our targets are met. 


Although Sustainable Development is not closely tied to the mandate and 


strategic outcomes of the Department, Veterans Affairs Canada feels the need 
to do its utmost to protect our environment for future generations. 
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Table 13: Client-Centred Service 


The Government of Canada’s Service Improvement Initiative was launched in 
2000 with the goal of achieving, from a citizen-centred perspective, a 
minimum 10 per cent increase in client satisfaction by 2005. In response to 
this challenge, VAC has conducted three National Client Satisfaction Surveys 
(2001, 2003 and 2005); issued a revised “At Your Service” brochure in 2005, 
which outlined the Portfolio’ service standards for most of its programs and 
services; and, following an analysis of the 2001 National Client Satisfaction 
Survey results, developed Service Improvement Plans and Compendium of 
Actions, which guided VAC’s service improvement initiatives from 2002 to 
2007. 


For the three consecutive surveys (2001, 2003 and 2005), the survey 
questions have remained relatively unchanged. Using the Common 
Measurements Tool, similar questions are asked which allows us to compare 
results from year to year. The chart below shows how our clients have rated 
their overall levels of satisfaction with VAC services over the years: 


VAC National Client Satisfaction 2001 
Surveys 
Overall Levels of Satisfaction for All 85% 87% 84% 
Clients 


A fourth National Client Satisfaction Survey is scheduled for fall 2007. During 
the reporting period, consultations have taken place within the Department 
regarding the measurement criteria of this survey. Modifications to the survey 
will allow VAC to conduct more program-specific surveying to capture client 
satisfaction with specific programs and services offered by VAC and assist VAC 
in its public performance reporting. 


VAC’s service standards were initially published in 1995, in its At Your Service 
brochure. This brochure has undergone two revisions, one in 1998 and one in 
2005. The performance against VAC’s standards for general service delivery 
has been measured by using the results of the 2005 National Client 
Satisfaction Survey. During the past year, VAC began work on a review of the 
At Your Service brochure with the goal of releasing a revised brochure in 2008. 
This revision will provide up-to-date service commitments for VAC’s major 
programs and services. Details of the performance against the service 
standards will be posted on the Department’s web site. 


On April 3, 2007, in our continuing efforts to improve client service, a 


Veterans Bill of Rights was created and the office of a Veterans Ombudsman 
was established. 


The Bureau of Pensions Advocates (BPA) is an organization within Veterans 
Affairs Canada that provides free legal advice and representation to VAC 
clients who are not satisfied with decisions regarding their disability benefits. 
The Bureau has 14 District Offices across Canada, each staffed by at least one 


lawyer, as well as an Appeal Unit in Charlottetown comprised of a team of 
lawyers. 
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Last year BPA cleared more than 15,000 cases, up more than 17 per cent from 
the year before. BPA lawyers continued to set a high standard for client 
service, despite their heavy workload pressures. 


In its ongoing effort to respond to client concerns as they arise, BPA uses a 
client questionnaire to gauge client satisfaction with the services they receive 
from lawyers and other BPA staff. In 2006-07, 97 per cent of clients who 
responded at the Review level said they were satisfied or very satisfied with the 
advice they received from their lawyer. For Appeal Hearings, 95 per cent 
responded favourably. When asked to rate their overall satisfaction with BPA's 
services, 93 per cent responded that they were satisfied or very satisfied. 


For the Veterans Review and Appeal Board, 90 per cent of 5,743 review 
decisions were finalized within an average of 29.2 calendar days, and 90 per 
cent of 1,271 appeal decisions were finalized within an average of 24.1 
calendar days. The Board’s service standard is to provide a written decision 
within 30 days from the hearing date. A total of 310 claims were not finalized 
within 60 days. Of this number, 183 written communications were sent to 
appellants to advise them that the decision would be delayed. Decisions on 
167 cases were issued shortly after the 60-day time frame. 


Supplementary information on Client Centred Service can be found at 


www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp 
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Table 14: Travel Policies 


The Veterans Affairs Portfolio follows and uses TBS Travel policies parameters. 
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Table 15: Storage Tanks 


Status of Fuel Storage Tanks on VAC-owned Land 


Annual Report for March 31, 2007 

As required under the CEPA, Part IV, Registration of Storage Tank Systems 
for Petroleum Products and Allied Petroleum Products on Federal Lands 
Regulations, this report provides the information set out in Schedule II of 
the aforementioned regulation, updated to December 31, 2005. 

The following number of aboveground storage tank systems: 

Are registered with the appropriate federal department: 9 

Comply with the Federal Aboveground Storage Tank Technical Guidelines: 9 


Do not comply with the Federal Aboveground Storage Tank Technical 
Guidelines: O 


The following number of underground storage tank systems: 
Are registered with the appropriate federal department: O 


Comply with the Federal Underground Storage Tank Technical Guidelines: 0 
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SECTION IV —- OTHER ITEMS OF INTEREST 


The 2005 Public Service Employee Survey (PSES) was publically released in 
July 2006. The Portfolio’s response rate was one of the highest received. At 
Veterans Affairs, the overall level of employee satisfaction remains high and 
above the Public Service-wide averages. Veterans Affairs employees reported 
being very satisfied with their workplace. Veterans Affairs is responding to the 
results by bringing together a representative group of managers, employees 
and union members to develop a Portfolio-wide Action Plan. This plan will be 
finalized in 2007-08. Managers are also using the survey results asa 
resource. For instance, managers are engaging employees through 
consultation in decision-making that affects them. 


Information Technology and Telecommunications (ITT) continued to enhance 
the award-winning Client Services Delivery Network (CSDN) while at the same 
time developing additional systems applications for new programs and services 
offered under the New Veterans Charter (NVC.) On January 19, 2007, the 
Department accepted four information technology (IT) related Awards of 
Excellence. Specifically, these awards recognized VAC's significant 
contribution to the Government Online initiative and for outstanding 
teamwork in My Account, Portageur and Seniors Canada On-line initiatives. 


To meet the growing demand for on-line access to programs and services, 
VAC's presence on the internet was increased. In addition to "My VAC 
Account", where clients can review their summary information and apply for 
disability benefits in a secure on-line environment, ITT has provided additional 
internet access to new services available under the NVC. Client service has 
been further enhanced through the expansion of the on-line Electronic Health 
Forms System which engages third-party health professionals. 


The increasing demand for Departmental programs and services has increased 
the demand for timely, accurate and secure information. VAC’s 
telecommunications infrastructure was upgraded through the Converged 
Network Services initiative which will improve the speed and reliability of data 
transmission. ITT completed the first phase of a Storage Area Network project 
which provides more secure, reliable and affordable retention of Departmental 
information. 


VAC continues to play a lead role in the Federal Healthcare Partnership (FHP), 
which is a voluntary alliance of six federal government organizations with 
responsibilities for ensuring delivery of healthcare services to specific client 
groups in Canada. The FHP Secretariat is housed under VAC and reports to 
the Associate Deputy Minister of VAC. 


The FHP operates according to a Charter. Its mission is to identify, promote 
and implement more efficient and effective health care programs through 
the collaboration of the Partners. The objectives of the Partnership are to 
achieve economies of scale, while ensuring provision of care for their clients; 
and to provide leadership on key healthcare issues. These objectives are 
met through collaborative work undertaken by the Partners in a number 
of areas, including: audiology, dental care, Federal /Provincial/Territorial 
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representation, health human resources, health information management, 
medical equipment recycling, mental health, pharmacy, and vision care. 


Acting together the Partners are able to achieve cost savings and influence 
healthcare policy in ways that might not otherwise be available to them -— all to 
the benefit of the Partners’ programs and clients. These collaborative efforts 
allowed the partners to realize a cost savings/avoidance in the delivery of 
health services. 


The Veterans Review and Appeal Board has strengthened management 
practices in a number of areas. The Board completed an Organizational 
Review and developed a Human Resources and Business Plan 2006-2009 
which integrates resources with planning initiatives and provides for training 
and succession planning. As an integral part of strategic planning, the senior 
management team and unit supervisors participated in the annual risk 
assessment session. This assessment emphasized areas requiring senior 
management attention and guided the annual strategic planning decisions. 


In 2006 the Board requested that the VAC Audit and Evaluation Division 
conduct an Organizational Governance Compliance Audit. This project 
included information sessions on the Management Accountability Framework 
and facilitated surveys for Members and staff as well as discussion groups and 
a number of interviews. The report results and recommendations will be 
completed in 2007-08. 


The Board conducted quarterly strategic plan reviews to keep its focus on 
progress toward its priorities and four major initiatives. Environmental scans 
were instrumental in identifying factors that could influence the operating 
environment. Extensive performance information supported management 
discussions and decisions, including resource allocation and identification of 
priorities. The Board’s goal is to ensure accountability for its resources in all 
areas of its program. 
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Web Sites 


The following Web sites will provide more detailed information on material 
provided in this report. If further information is required, contact may be 
made through our general inquiries lines listed on the last page of this report. 


Audit and Evaluation Reports 


www.vac-acc.gc.ca/general/sub.cfm?source=department /reports/deptaud 
rep 


Books of Remembrance Web site 


www.vac-acc.gc.ca/remembers/sub.cfm?source=collections/books 


Canada Remembers 


www.vac-acc.gc.ca/remembers/ 


Canada Remembers Calendar of Events 


WWwW.vac-acc.gc.ca / remembers / sub.cfm?source=events 


Canadian Forces Public Info Sheets 
www.vac-acc.gc.ca/remembers/sub.cfm?source=history/CanadianForces/ 


factsheets 


Canadian Virtual War Memorial Web site 
www.virtualmemorial.gc.ca 


Cenotaph/Monument Restoration Program Web site 


www.vac-acc.gc.ca/remembers/sub.cfm?source=memorials/cenotaph 


Clients 


www.vac-acc.gc.ca/clients/ 


DND-VAC Centre for the Support of Injured Members, Injured Veterans 
and their Families 


www.dnd.ca/hr/thecentre/engraph/home _e.asp 


Heroes Remember Web site 


www.vac-acc.gc.ca/remembers/sub.cfm?source=collections/hrp 


Human Resources Five-Year Strategic Plan 


www.vac-acc.gc.ca/general/sub.cfm?source=department/ reports 


Mental Health 
www.vac-acc.gc.ca/clients/sub.cfm?source=mhealth 


National Client Satisfaction Survey 


www.vac-acc.gce.ca/ general / sub.cfm?source=department/ reports/ncssO5 


New Veterans Charter 


www.vac-acc.gce.ca/clients/ sub.cfm?source=Forces/nvc 


On-line Services 


www.vac-acc.gc.ca/clients/sub.cfm?source=e services 
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Partnering Opportunities Web site 


www.vac-acc.gc.ca/remembers/ sub.cfm?source=partner 


Providers and Professionals 
www.vac-acc.gc.ca/ providers 


Regulations 


www.vac-acc.gc.ca/general/ sub.cfm?source=department/ Legislation 


Royal Canadian Mounted Police 


www.vac-acc.ge.ca/clients/ sub.cfm?source=rcmp 


Service Improvement Initiative 


www.vac-acc.gc.ca/ general / sub.cfm?source=department/reports/ 
sii05_ performance 


Ste. Anne’s Hospital 
www.vac-acc.gc.ca/general/sub.cfm?source=steannes 


Strategic Plan (Veterans Affairs Canada) 
www.vac-acc.gce.ca/general/sub.cfm?source=department/reports 


Strategic Plan (Veterans Review and Appeal Board) 
www.vrab-tacra.gc.ca/VRAB-TACRA_ Documents.htm 


Sustainable Development Strategy 


www.vac-acc.gc.ca/general/sub.cfm?source=department/reports 


Veterans Affairs Canada 


www.vac-acc.gc.ca/general/ 


Veterans Review and Appeal Board 
www.vrab-tacra.gc.ca 


Veterans’ Week Web site 


www.vac-acc.gc.ca/remembers/sub.cfm?source=feature/vetweek 


Youth and Educators 
www.vac-acc.gc.ca/youth 
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General Inquiries 


If you wish to make a general inquiry about Veterans Affairs Canada, its 
programs or services, please call 1-866-522-2122 (English) or 1-866-522-2022 
(French). If you wish to make a general inquiry about the Veterans Review 
and Appeal Board, please call 1-800-450-8006 (English) or 1-877-368-0859 
(French)? . 


Portfolio Publications 


The Portfolio produces a variety of publications on its programs and services. 
Copies of these publications can be obtained from your nearest Veterans 
Affairs Canada district or regional office. 


Our staff in Corporate Planning are responsible for coordinating the 
development of this report, the associated Report on Plans and Priorities, as 
well as a number of other Departmental reports. These are available on-line 


at: www.vac-acc.gc.ca/general/sub.cfm?source=department/reports. 


For more information or if you have any questions, please contact: 


Manager, Portfolio Planning 

Corporate Planning Directorate 

Strategic Planning and Initiatives Division 
Veterans Affairs Canada 

PO Box 7700 (I.B. 428) 

Charlottetown, PE C1A 8M9 

Telephone: 902-626-2921 

Facsimile: 902-368-0437 


Email: plan@vac-acc.gc.ca 
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RAPPORT SUR LE RENDEMENT 2006-2007 


2006-2007 


Budgétaire Plus : Non 
(en millions de dollars) budgeétaire 


Total : Total : 
Contributions et Dépenses Moins : Dépenses Préts, 
autres paiements | budgétaires Revenus budgétaires | investissements et 
Activité de programme | Fonctionnement | Immobilisations | Subventions de transfert brutes disponibles nettes avances 
Processus de recours 
du Tribunal des anciens : 
combattants (révision 
et appel) en matiére des 
pensions d'invalidité et 
des indemnités 


Budget principal ee 
Dépenses prévues nea 
Total des autorisations aa 


Dépenses réelles 


" Pour le cycle d’établissement de rapports 2006-2007 la colonne du « total des autorisations » fait référence au total des autorisations de dépenses regu pendant l’exercice financier (ex. 
Budget des dépenses principal) ainsi qu’au financement recu des crédits 5 et 10 du CT. 


Tableau 2 : Ressources par activité de programme 


(en millions de dollars) 


Activité de programme | Fonctionnement 


Pensions, allocations, 
indemnités d'invalidité 
et de décés, et soutien 
financier 


Budget principal 
Dépenses prevues 
Total des autorisations ' 


Dépenses réelles 


Prestations et services 
de soins de santé et de 
réinsertion 


Budget principal 
Dépenses prévues 
Total des autorisations ' 
Dépenses réelles 


Elaboration de 
programmes du 
Souvenir 


Budget principal 
Dépenses préevues 
Total des autorisations ' 


Dépenses réelles 


2006-2007 


Budgétaire 


Contributions et 
autres paiements 
de transfert 


Total : 
Dépenses 
budgétaires 
brutes 


Moins : 
Revenus 
disponibles 


Total : 
Dépenses 
budgétaires 


Www.vac-acc.gc.ca  ANCIENS COMBATTANTS Www.vrab-tacra.gc.ca 


Plus : Non 
budgétaire 


Préts, 
investissements et 
avances 


41 
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Canada 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I - The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and I of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required 
to enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 
the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for 

the allocation and management of public funds. 
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Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2006-2007 
Estimates available at http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp). These principles 
are the conceptual foundation upon which the reports are prepared and they are consistent with 
current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans and expected 
results. It focuses on results by reporting not only the activities and outputs achieved, but also the 
progress made towards achieving outcomes - the enduring benefits for Canadians and Canadian 
society. It sets performance in context, associates performance with plans and expected results 
(explaining any changes), and discusses the key risks and challenges that affected organizational 
performance. An effective performance report has strong linkages between resources and results 
to show what was achieved through the sound stewardship of public funds. It also reports on 
results realised in partnership with other governmental and non-governmental organisations. 
Finally, the report is credible because it uses objective, evidenced-based information to 
substantiate the performance reported. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2006-07, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2006-07 serves as a guide to the 90 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the relevant Departmental Performance Reports, which contain 
additional information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 


and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A OR5 
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SECTION I: OVERVIEW 


Overview 


Western Economic Diversification Canada 


-Minister’s Message 


Western Canada’s abundance of natural resources has made the region a substantial contributor 
to Canada’s economic success but it is the emerging business clusters, expanded enterprises and 


innovative acumen of the West that will keep its economy strong and sustainable over the long 
term. — 


Developing these strengths by responding to the unique 
needs, challenges and opportunities in the West is Western 
Economic Diversification Canada’s (WD) primary role. 
We work hard to be a relevant and effective advocate for 
the West. Consultations with stakeholders across the West 
and in Ottawa in 2006 resulted in a new Strategic 
Framework that returns WD to the economic core of its 
mandate. The new framework supports initiatives and 
projects that have a significant impact on Western 
Canada’s long-term economic growth and 
competitiveness. 


Our new Vision also reflects the four key principles of the 
Advantage Canada policy plan. We: 

e are accountable to taxpayers, responsible in our 
spending, efficient in our operations and effective 
in our results; 

e support sustainable growth through strategic investment that contributes to a strong 
economy, research and development, technology commercialization and modern 
infrastructure; 

e help businesses grow and succeed by improving access to capital and increasing their 
ability to compete in the global economy; and 

e foster new opportunities and expand choices by building new sources of economic 
growth that create more highly paid jobs for western Canadians, and invest in training so 
businesses have the skilled hands to keep the wheels turning. 


In 2006-2007, WD invested a total of $177.8 million in 182 projects that have leveraged an 
additional $201.5 million from other partners. These partnerships — with provincial and 
municipal governments, universities, research institutes, industry and not-for-profit organizations 
— form the core of our success. Our collaborative efforts ensure that WD is viewed as a strong 
and effective partner in the development and diversification of the western economy. | 
Consultations participants confirmed that we play a unique and valuable role and that WD is 
recognized in Western Canada for the commitment and professionalism of its staff, the | 
knowledge of western issues it brings to public policy debate and development, its strength in 
building effective networks and partnerships, and its strong voice on behalf of western 
Canadians. 
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We are determined to build on our successes by continuing to create tangible economic benefits 
that improve the economic sustainability of the West. 


By delivering on the priorities of Canada’s New Government, Western Economic Diversification 
Canada is achieving its vision of a stronger West in a stronger Canada. 


The Honourable Rona Ambrose, P.C., M.P. 


Western Economic Diversification Canada 


resentation Statement 


I submit for tabling in Parliament, the 2006-2007 Departmental Performance Report for 
Western Economic Diversification Canada. 


This document has been prepared based on the reporting principles contained in the Guide for 
the Preparation of Part III of the 2006-2007 Estimates: Reports on Plans and Priorities and 
Departmental Performance Reports: 
It adheres to the specific reporting requirements outlined in the Treasury Board 
Secretariat guidance; 
It is based on the department’s approved Strategic Outcome(s) and Program Activity 
Architecture that were approved by the Treasury Board; 
It presents consistent, comprehensive, balanced and reliable information; 
It provides a basis of accountability for the results achieved with the resources and 
authorities entrusted to it; and 
It reports finances based on approved numbers from the Estimates and the Public 
Accounts of Canada. 


f } ra 4 st 
Zé > tf ae Cp R V4 hth ttndhay on 
vhs 


Oryssia J. Lennie 


Deputy Minister 
Western Economic Diversification Canada 
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Raison D’étre — Western Economic Diversification Canada (WD) was established in 1987 to 
lessen the West’s (British Columbia, Alberta, Saskatchewan and Manitoba) strong economic 
dependence on its natural resources. Under the Western Economic Diversification Act, 1988, the 
department is mandated to: 


“promote the development and diversification of the economy of Western Canada and to 
advance the interests of Western Canada in national economic policy, program and 
project development and implementation.” 


Regional development policies and programs are an important part of a comprehensive strategy 
to ensure that Canada’s regions benefit from the opportunities of the new global economy. WD 
will continue to work closely with many partners to help small- and medium-sized enterprises 
(SMEs) compete and prosper in the global marketplace. 


WD relies upon its strong relationships with provincial governments, municipalities, universities 
and local business and community economic development organizations to advance its three 
distinct, but interrelated Strategic Outcomes — Entrepreneurship & Innovation; Community 
Economic Development; and Policy, Advocacy & Coordination. 


Financial Resources ($ thousands) 


Planned Spending Total Authorities 
354,236 373,960 


Human Resources (FTEs) 


Planned (FTEs 
390 


Actual Spending 
339,009 


' Total Authorities are greater than Planned Spending as new funding was received through Supplementary 
Estimates ($19.7 million). This consisted of a $15.0 million grant for Primrose Lake Air Weapons Range, a $2.0 
million grant for the Fraser River Port Authority, a $2.5 million contribution transfer for Britannia Mines, a 
reduction of $2.1 million related to Social Economy and $2.3 million for various other items. 

Actual Spending is lower than Total Authorities, primarily due to the transfer of contractual commitments under 
the Infrastructure Canada Program and the Alberta & Saskatchewan Centenaries Initiative to future years. 
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Status on Performance 


2006-2007 


The followin ic outcomes 
Priority 


Actual 
Spending* 


Spending* 
($000s) 


Status 


Implement a modern 
management agenda that 
focuses on improving 
management practices within the 
department including 
strengthening accountability to 
Canadians, integration of human 
resource planning with business 
planning, follow-up on the 
employee survey, and improving 
information management. 
Implement changes to WD’s 
Strategic Framework resulting 
from WD’s consultations with 
western stakeholders. 


Compliance with relevant 
Acts and Policies, clear 
accountabilities, 
integrated planning, and 
increased efficiency and 
effectiveness. 


Progress 
made and 
ongoing. 


Progress made 
and ongoing — 
WD 
articulated a 
new Strategic 
Framework 
that provides 
focus within 
the existing 
Program 
Activity 
Architecture. 


Revised Strategic 
Outcomes for WD 
focused on supporting 
economic and business 
activities that have clear 
economic benefits for 
Western Canada. 


* Costs associated with these priorities were operating and maintenance (O&M) costs only and related primarily to 
time spent by departmental officials. 


Management Priorities 


For 2006-2007, the department established the following two management priorities, which 
support all of WD’s strategic outcomes: 


1. Implement a Modern Management Agenda 


WD undertook the following activities to improve management practices within the department: 

e Strengthening accountability to Canadians through progress in implementing the 
Management Accountability Framework and the implementation of an Integrated Risk 
Management initiative; | 

e Integration of human resources planning with business planning by expanding WD- 
Manitoba Region’s 2005-2006 pilot project on integrated planning to all other regions 
and corporate branches; | ) 

¢ Follow-up on the employee survey by addressing issues raised concerning overtime, 
health and safety in the workplace, initiating a formal redress process, harassment and 
discrimination, and a perceived lack of career advancement opportunities; and 
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e Improving information management through enhancements to Project Gateway, WD’s 
web-based project information management system. These enhancements improved the 
Department’s efficiency and effectiveness in program delivery, and improved its ability 
to report on results related to WD's Grants and Contributions investments. The Project 
Gateway team, comprised of officers from all regions and Headquarters, are working to 
create a user-friendly tool supported by policies, procedures, and adequate controls. 


In addition, in 2006-2007 approximately 170 WD officers and managers participated in project 
officer training held in each region resulting in an improvement in the quality of analysis 
undertaken by the department concerning funding initiatives. Also, staff from across the 
department participated in training on giving and receiving feedback. In addition, 98 per cent of 
WD sub-delegated managers completed the Authority Delegation On-Line Assessment training. 
WD strengthened its Performance Management Program to include the demonstration of WD 
Core Competencies. Finally, WD piloted numerous project initiatives in the regions: from 
Values and Ethics in British Columbia to Succession Planning in Manitoba. 


2. Implement WD’s Strategic Framework 


During 2006-2007, WD strengthened its dialogue with the communities it serves. Sessions with 
over 100 western Canadian leaders from business, government, research and development, 
academic and community fields resulted in development and approval of a new WD Strategic 
Framework. This stakeholder engagement was supported by WD staff across the organization 
and was recognized throughout the federal public service as a model consultative process. The 
new Strategic Framework is reflected in the priorities outlined in WD’s 2007—2008 Report on 
Plans and Priorities, which include support for business competitiveness and growth; linkages 
between strategic infrastructure investments and economic development; commercialization and 
value-added production; strengthened accountability, transparency, and performance reporting; 
and implementation of a modern management agenda. WD employees continue to work to 
further define and implement the department’s new Strategic Framework. 


2006-2007 Highlights 


WD is delivering the expected results for the Strategic Outcomes outlined in its Report on Plans 
and Priorities for 2006-2007. 


2006-2007 was a noteworthy year for WD, managing a broad range of activities. These 
activities included: implementation of the Municipal Rural Infrastructure Fund; advocating 
federal commitment for the expansion of the floodway in Manitoba, the Asia-Pacific Gateway 
and Corridor Initiative, the International Vaccine Centre (InterVac) in Saskatoon and the 
Mountain Pine Beetle initiative; and the approval of $177.8 million in funding for 182 projects” 
including the Fraser River Port dredging ($4.0 million), TEC Edmonton ($15 million) and the 
Primrose Lake Air Weapons Range Economic Development initiative ($15 million). WD also 


met the challenge of transferring responsibility for the Urban Aboriginal Strategy to Indian and 
Northern Affairs Canada. 


In 2006-2007 WD renewed the Loan and Investment Program for an additional five years, based 
on the impact it has had since it was introduced in 1995, which includes 3,100 loans approved 


* Includes funding approved through both Core and Non-Core Programs. 
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totalling $234 million in small business financing. This program renewal enabled the department 
to renew or replace several long-standing loan agreements through an investment of $12.2 
million, which will support knowledge-based and growth-oriented businesses, and provide 
micro-loans for small and start-up enterprises. 


Aboriginal students will be better equipped for high-demand jobs in Manitoba’s aerospace, 
manufacturing and construction industries, as a result of WD’s investment of $320,000 towards 
new equipment purchases for the Neeginan Institute of Applied Technology. 


In Saskatchewan, WD is a proud contributor to the success of both the RCMP Heritage Centre 
($18.0 million through the Saskatchewan Centennial Initiative) and the Springboard West 
Innovation Centre ($2.2 million). 


In addition to implementing numerous significant projects in Alberta, including TEC Edmonton, 
WD also approved 43 Canada Alberta Municipal Rural Infrastructure Fund (CAMRIF) projects 
worth $65 million in federal funding. 


In British Columbia, WD implemented numerous important projects ranging from funding for 
the development of the Campbell River Cruise Ship Terminal ($350,000), establishing Campbell 
River as a port of call for international cruise ships and the only First Nations-themed marine 
portal in North America, to support for various World Urban Forum projects. 


This is not an exhaustive list of WD’s accomplishments, but provides a sense of the breadth and 
depth of the department’s work and its impact on Western Canada and western Canadians. 
These accomplishments are possible because of WD’s commitment to sound human resources 
and financial management within a strong values and ethics framework. 


Program Activity Architecture 


A diagram summarizing WD’s Program Activity Architecture, which consists of three Strategic 
Outcomes linked to seven Program Activity areas, appears on the following page. 


Program Activi 


Legend: Strategic Outcome 
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WD Mandate - To promote the development and diversification of the western Canadian economy, 
coordinate federal economic activities in the West, and reflect western Canadian interests in national 


decision-making. 


Entrepreneurship & Innovation 


Technology Adoption & 
Commercialization 


Improve Business 
Productivity 


Market/Trade Development 


Technology Linkages 


Industry Collaboration 


Technology Research & 
Development 


Foreign Direct Investment 


Community Innovation 


Access to Capital 


Technology Skills 
Development 


Knowledge Infrastructure 


Community Economic. 


Development © 


Green Infrastructure 


Community Planning 


Local Transportation 
Infrastructure 


Community Development 


Other Infrastructure 
Priorities 


Community Economic 
Adjustment 


an. 
_ Analysis — 
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Alignment With Whole of Government Framework 


WD’s Strategic Outcomes and Program Activities are aligned with the Whole of Government 


Framework, as follows: 


Spending Areas 


“International — 


| Affairs 


Overview 


Government of 
Canada Outcome 
Areas 


1. An innovative and ~ 
knowledge-based economy 


2. Strong Economic 
Growth 


3. Income security and 
employment for Canadians 


4. A fair and secure 
marketplace 


5. A clean and healthy 
environment 


WD Strategic 


Outcomes 


Entrepreneurship & 
| Innovation sis 


Community Economic 
Development 


Policy, Advocacy, & 
Coordination 


WD Program 
Activities 


Innovation 


Business Development & 
Entrepreneurship 


Community Economic 
Planning, Development, 


& Adjustment 


Infrastructure 


Coordination & 
Collaboration 


Advocacy © 


Research & Analysis — 
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WD’s day-to-day working environment is influenced by four main factors: 
1) The Western Diversification Program, WD’s main Grants and Contribution program; 
2) The Western Canada Business Service Network , which the department relies on heavily 
to deliver services to both businesses and communities; 
3) The department’s capacity to deliver national programming in the West; and 
4) The expectation held by western Canadians for the department to act as their advocate. 


The Western Diversification Program (WDP) is WD’s main Grants and Contributions (G&C) 
program, which allows the department to partner with various community and industry-based 
groups to implement project-based initiatives targeted at producing strategic outcomes. These 
partnerships may be informal ones with universities or research organizations, or they may be 
formalized through written agreements such as the Western Economic Partnership Agreement 
(WEPAs) with each of the four western provinces, or the Urban Development Agreements 
(UDAs) involving several of the major metropolitan areas in Western Canada. 


WD relies heavily on the Western Canada Business Service Network (WCBSN) to provide 
services to both communities and small- and medium-sized enterprises (SMEs) through its 
network of 90 Community Future Development Corporations (CFDCs), four Canada Business 
Service Centres (CBSCs), four Women’s Enterprise Initiative (WEI) organizations, and four 
Francophone Economic Development Organizations (FEDOs). CFDCs promote community 
economic development throughout the rural West, whereas Canada Business has a mandate to 
provide information services to SMEs regardless of location. The WEI provides services to 
women entrepreneurs, while the FEDOs serve francophone entrepreneurs. WD is constantly 
working with the network members to build relationships and to clarify expectations in areas 
such as performance and reporting. 


WD has the capacity to assist in the delivery of national programming in the West, as well as to 
partner with other federal departments in implementing new programming. For example, WD 
works in partnership with Infrastructure Canada to deliver the Infrastructure Canada Program, 
the Municipal Rural Infrastructure Fund and the Canada Strategic Infrastructure Fund. 


The department is able to achieve the Policy, Advocacy, and Coordination Strategic Outcome 
primarily through the efforts of staff, rather than through funding G&C projects. WD’s Regional 
Assistant Deputy Ministers continue to chair the Regional Federal Councils (committees of 
senior federal officials in each region established to exchange information and discuss issues of 
common concern) in each western province, as well as play an active role in federal-provincial 
regional trade and rural teams, as part of its coordination and collaboration mandate. WD is also 
involved on a daily basis in advocacy-related activity in order to ensure the interests of western 
Canadians are reflected in national policies and programs. This involves participation at inter- 
departmental meetings in Ottawa, as well as liaising with provincial governments and other 
stakeholders in the regions on issues such as the mountain pine beetle infiltration in British 
Columbia or the Asia Pacific Gateway. 
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In conclusion, WD has built its program delivery capacity through the development of a strong 
project review due diligence regime, supported by on-going officer training and assessment tools 
such as Project Gateway, an on-line project assessment, tracking and reporting tool. WD’s 
policy capacity is also supported through on-going officer training and internal systems, such as 
the Knowledge Warehouse, a repository of policy-related documents on the department’s 
internal web site (WDNet). 


Performance Reporting 


WD continues to improve its performance reporting, as it implements the Management Resource 
and Results Structure (MRRS). In Section II of this report, the department reports against the 
expected results outlined for each Strategic Outcome in the 2006-2007 Report on Plans and 
Priorities. For the first ttme, WD is reporting aggregated expected outcomes from projects for 
which funding was approved in 2006-2007. In the 2007-2008 Departmental Performance 
Report, WD will begin to report aggregated actual outcomes from projects approved for funding 
since April 1, 2005, when approved projects were first required to align with at least one of 
WD’s Program Activities. The development of a performance-reporting module in Project 
Gateway will greatly assist with this reporting effort. 


The work of WD’s Audit and Evaluation Branch continues to support the department’s capacity 
to report on its performance, as well as to improve performance through lessons learned. In 
2006-2007 several significant internal audits were completed including the Infrastructure Canada 
Program, the administration of G&C audit and the audit of management information. An 
evaluation of the Canada-Saskatchewan Northern Development Agreement was also completed. 
In addition, two impact assessments were completed of Aboriginal projects as well as life 
sciences projects. WD’s Audit and Evaluation Branch also contributed to the horizontal 
evaluation of the Softwood Industry and Community Economic Adjustment Initiative and the 
World Urban Forum. The conclusions of these audits and evaluations, in so far as they reflect 
upon WD’s past performance or potential to improve future performance, are included in Section 
Il. 


Context 


Several internal and external factors had an affect on WD’s performance and the delivery of its 
programs and services. For example, the extensive consultations that took place in 2006-2007 

regarding a new Strategic Framework for WD resulted in a more clearly focussed direction on 

how to best support and add value to long-term growth and competitiveness in the West. 


The government-wide expenditure review process, which began in 2005, also had an impact on 
WD in 2006-2007, as the department discontinued implementation of Social Economy initiative. 
The implementation of the Human Resources Modernization Act also had an impact on 
departmental priorities as all managers pursued on-line delegated authority training. The long- 
term impact of this training will be an overall improved capacity with a better understanding of 
management responsibilities related to staffing, contracting and information management. The 
heated western provincial economies affected recruitment efforts, as entry-level candidates opt 
for careers in the private sector. This trend will reinforce the need to be more proactive in the 
area of human resource planning. The region’s strong economic performance also affected 
projects involving construction, both WDP and municipal infrastructure-related, due to 
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escalating labour and material costs. Greater detail on the economy in Western Canada and each 
provincial economy is provided below. 


Western Canada Economic Overview 


Western Canada, which comprises 30.2 per cent of the overall Canadian population, continued to 
be a key economic engine for the country in 2006. Real gross domestic product (GDP) for the 
four provinces as a whole posted an impressive 4.6 per cent annual growth rate, which was much 
higher than the national average of 2.7 per cent. The West, now accounting for 35 per cent of 
Canada’s total GDP as compared to 31 per cent in 2002, is reshaping the nation’s economic 
geography. 
Driven by rapid industrial expansion, increased demand for energy from the emerging markets 
(notably China) and constrained supply and political tensions, world energy prices have more 
than doubled in the last five years. Traditionally a resource-based economy that now generates 
more than two-thirds of Canada’s agriculture, forestry and mining output, Western Canada has 
MT Beas is Neiess Hoey benetited stronglyarom 
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showing the progress of the West towards a more diversified economy. The robust economic 
performance in the West is also portrayed by many of the key economic indicators, as presented 
in Figure 2. Ranging from 3.4 per cent for Alberta to 4.8 per cent for British Columbia, 
unemployment rates for the four western provinces were substantially lower than the rest of 
Canada in 2006. Labour participation, on the other hand, reached a historic high. Low population 
growth and labour shortages, particularly skilled labour, are two of the major challenges facing 
the western Canadian economy. In 2006, population growth in Alberta and British Columbia 
exceeded the national average due to both inter-provincial migration and international 
immigration. Alberta and British Columbia’s net gain from inter-provincial migration occurred at 
the loss of other provinces, including Manitoba and Saskatchewan. The long-term solution to 
labour shortage lies in the sustainable growth of productivity. 
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The booming energy sector has also created vast growth opportunities for other goods and 
services industries in Western Canada. In 2006, the region’s real growth rates for the 
manufacturing, construction, retail trade, wholesales trade and services sectors all outperformed 
the rest of Canada. In addition, the economy in the region can also be characterized by strong 
performance in personal income, domestic spending, merchandise exports, business investment 
and housing starts. Nevertheless, the West continues to be hindered by sluggish productivity 
growth, demographic shifts, soaring cost of production and cost of living, the challenge of 
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environmental sustainability and wide exposure to the volatility of the commodity markets, 
among other challenges. 


Figure 2: Key Economic Indicators, 2006 ; 
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Economic Performance of the Western Provinces in 2006 


Manitoba 


In 2006, Manitoba experienced relatively strong economic growth. Real GDP expanded 3.3 per 
cent, exceeding the national rate of 2.7 per cent. A strong performance in the goods sector, 
particularly agriculture, mining and construction, led Manitoba’s expansion. 
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In 2006, Manitoba’s agriculture sector rebounded from a significant decline the previous year, 
after its farmers suffered from heavy rains and the closure of the US border to cattle shipments in 
2005. Improved growing conditions in 2006 helped cereal and oil crop production rise by over 
30 per cent. Hog production reached record levels while cattle producers benefited from the 
lifting of the ban on shipments to the US. 


Record-high metal and crude oil prices resulted in strong growth in Manitoba’s mining and 
petroleum industries. The value of mineral and oil production reached more than $2.5 billion in 
2006, an increase of 60 per cent over 2005. The outlook for this industry is extremely positive as 
2006 saw new mines being developed and a record number of wells drilled. 
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Housing starts rose 6.3 per cent in 2006. The value of non-residential permits increased by 26.8 
per cent, boosted by large projects such as the expansion of the Red River Floodway, the 
construction of Manitoba Hydro’s new headquarters building and the Winnipeg airport terminal. 


Growth in Manitoba’s service sector was a modest 1.8 per cent in 2006. Retail sales in Manitoba 
rose 5.9 per cent, below the national average of 6.4 per cent. 


Manitoba experienced moderate employment growth of 1.2 per cent in 2006, significantly less 
than the national rate of 1.9 per cent. Its unemployment rate was 4.3 per cent in 2006, well 
below the national rate of 6.3 per cent. The province’s relatively low unemployment rate is 
assisted by the trend of Manitobans moving to Alberta, British Columbia and Ontario, where 
new jobs are created at a much faster pace. 


Saskatchewan 


After three consecutive years of strong performance, Saskatchewan’s real GDP gained only 0.4 
per cent in 2006. This was largely due to low crop production, challenges in forestry and the 
wood and paper products industries and lower potash sales due to stalled contract negotiations 
with China. However, the performance remained robust in manufacturing (3.9 per cent), services 
(2.9 per cent), construction (5.4 per cent), retail trade (5.6 per cent), and value of exports (11.1 
per cent). Real GDP growth is forecast to increase by 2.6 per cent in 2007 as potash sales 
rebound and crop production improves. Although agriculture contributes less than 7.0 per cent 
to the total provincial economy directly, its secondary impact is much larger in the 
manufacturing and service sectors. In 2006, Saskatchewan farmers harvested 16.5 per cent less 
than in 2005. Despite the decreased crop yield, crop quality was excellent in 2006. 


Housing starts increased by 8.1 per cent, the second highest in Canada. While investment growth 
was below the national average in 2006, it increased 8.7 per cent to $9.7 billion, which is the - 
highest level recorded in Saskatchewan and double that of 1991. 


Saskatchewan’s average annual growth in labour productivity was the second highest in the 
country and above the national average through the period 1997 to 2005. The province’s labour 
productivity in 2005 was $38.60 (real GDP per hour worked, in 1997 dollars), which is still 
below the national average. Employment increased to the highest level ever and the third highest 
in Canada, with unemployment at the lowest level since 1981 at 4.7 per cent. 


Alberta 


Alberta’s considerable economic growth in 2006 resulted in a 6.8 per cent increase in real GDP, 
the highest of any Canadian province. The increase was primarily driven by the energy sector, as 
the price of oil rose by 17.0 per cent compared to a year earlier. Crude oil production increased 
by 6.5 per cent and investment in the energy industry also rose by 14.4 per cent compared to the 
previous year. The manufacturing sector saw strong growth of 7.6 per cent in 2006. The activity 


in the petrochemical, machinery and heavy SPUD Gh industries that support the oil sector 
accounted for most of these gains. 


In 2006, the province’s unemployment levels continued to drop, reaching 3.4 per cent (a 30-year 
low) as nearly 85,000 new jobs were created. Overall population grew by 3.0 per cent, raising 
Alberta’s population to almost 3.4 million. As a result, housing starts expanded 8.1 per cent as 
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both demand and housing prices increased sharply in urban centres. Combined with the 


construction of major projects triggered by energy sector investments, Alberta contributed half of 
the gains in total construction activity nationwide. 


Disposable incomes grew by 11.8 per cent due to wage pressures, pushing retail sales up by 16.7 
per cent and increasing consumer spending for the third consecutive year (7.9 per cent over last 
year). Concerns have been raised, as the provincial inflation level is nearly twice the national 
average. 


One of the few weaknesses in the 2006 Alberta economy occurred in the agriculture sector, 
which posted a 10.0 per cent decline in major field crops. Severe weather from heat and 
hailstorms is considered the main factor for the first regression of the industry in four years. The 
forestry sector also continues to struggle: timber demand and prices are low due to a depressed 
US housing market; costs and labour pressures are high due to the burgeoning oil and gas sector; 
and the rapid increase in mountain pine beetle population poses an increasing threat. 


British Columbia 


Fuelled largely by upbeat consumer spending, in 2006 British Columbia posted a respectable 3.6 
per cent growth in real GDP. Consumer spending has been buoyed by low inflation, escalating 
property values and lower import prices due to the rising value of the Canadian dollar. As well, 
increasing net in-migration, high employment levels and a 6.2 per cent income jump contributed 
to the higher spending. 


Led by the strength of the mining sector, British Columbia's monthly unemployment rates 
dropped to 4.3 per cent in January 2007, the lowest rate in 30 years. With labour shortages 
looming, British Columbia is making better use of existing programs to attract foreign workers, 
and recently announced changes to mandatory retirement laws. As part of an overall commitment 
to open up markets and adopt a global market perspective, the Provinces of Alberta and British 
Columbia have signed an agreement to remove barriers to labour mobility and intra-provincial 
trade. 


British Columbia is experiencing a residential and non-residential construction boom in 
communities across the province. Major transportation infrastructure projects include the 
expansion of Vancouver’s rapid transit system and numerous projects related to the Asia-Pacific 
Gateway. Other major infrastructure projects include the expansion of the Vancouver Trade and 
Convention Centre and the development of venues for the 2010 Winter Olympic and Paralympic 
Games. 


Generating approximately $9.8 billion in revenue in 2006, British Columbia's tourism industry 
was one of the largest industries in the province, accounting for more than 117,900 direct jobs. 
Noteworthy is the work of rural communities to develop and capitalize on the growth of the 
cruise sector. With 520 ships bringing 1.3 million passengers to ports on British Columbia’s 
coast, the total economic impact of this sector is estimated at $1.25 billion and almost $90 
million in direct and indirect taxes. The tourism sector is facing increasing labour shortages and, 
between 2007 and 2015, will need to fill a minimum of 54,000 new jobs. In addition, the 
continued decline of American cross-border tourists due to high gas prices, the strength of the 
Canadian dollar and newly implemented security initiatives has required that the industry adapt 
to increased domestic tourism. 
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Although the British Columbia economy is performing very well, there are a number of areas of 
concern. Exports dropped in 2006, mainly due to declining housing starts in the US and the 
strong Canadian dollar. Furthermore, the rapid spread of the mountain pine beetle has had a 
deepening impact on some 180 British Columbia interior communities whose economies depend 
on the forest resource. With the decline of US demand coinciding with the higher allowable cut, 
British Columbia mills have excess inventory and diminishing returns. The affected 
communities and regions are being challenged to identify and stimulate new sources of growth 
through emerging opportunities in local economic diversification. 
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SECTION II: ANALYSIS OF PROGRAM ACTIVITIES BY 
STRATEGIC OUTCOME 


Analysis of Program Activities by Strategic Outcome 
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ENTREPRENEURSHIP & INNOVATION 


Strategic Outcome: To support a competitive and expanded business sector in Western 
Canada and a strengthened western Canadian Innovation System 


WD is developing performance indicators for this Strategic Outcome. The following statistics 
represent a preliminary effort to assess the current state of Entrepreneurship and Innovation in 
Western Canada: 
e In 2006, real GDP growth in Western Canada was 4.6 per cent compared to 2.7 per 
cent for Canada as a whole; 
e In 2006, the value of exports from Western Canada was $145.324 billion compared to 
$440.157 billion for Canada as a whole; and 
e In 2004, the Gross Domestic Expenditures on R&D as a percentage of GDP for 
Western Canada was 1.1 per cent compared to 2.0 per cent for Canada as a whole. 


Program Activity: Business Development and Entrepreneurship 


Financial Resources ($ thousands) 


Planned Spending 
59,611 71,719 


Human Resources (FTEs) 


In terms of business productivity, small businesses (defined as organizations with fewer than 50 
employees) are the source of nearly 80 per cent of new jobs in Western Canada and as such are 
the employment engine of the region. According to the Western Centre for Economic Research, 
the number of small businesses per capita in Western Canada in 2006 was 40 per cent higher 
than in the rest of Canada (http://www.bus.ualberta.ca/wcer/pdf/86eng.pdf). 


Actual Spending 
75,181 


Recognizing the importance of community-based delivery of services and support of small- and 
medium-sized enterprises (SME) development, WD provides funding to organizations like those 
making up the Western Canada Business Service Network (WCBSN) and industry associations, 
which in turn deliver business services and support to entrepreneurs. WD's support of the 
WCBSN for business development and entrepreneurship activity has led to improved access to 
business information, training, business advisory services and capital for all western Canadians. 


In terms of trade and investment, Canada is ranked as the world's fifth largest exporter and 
importer. Exports, predominantly natural resources commodities, account for almost 40 per cent 


* Variance between Planned Spending and Total Authorities is primarily due to the $29M grant for the Prince Rupert 
Port Authority that was originally reported as planned spending against the Community Economic Planning, 
Development and Adjustment program activity. 
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of our economy, and are linked to one-quarter of all Canadian jobs. Foreign Direct Investment in 
Canada is the second highest in the G7 as a share of GDP. Although Canada performs well in 
trade terms relative to other G7 countries, compared to a wider international field Canada fares 
less well — ranking 16th in the World Economic Forum’s Global Competitiveness Index 2006- 
2007, down from 13th in the previous report. In its annual world competitiveness ranking, the 
International Institute for Management Development dropped Canada from 5" to 7" place. As 
well, according to the 2007 Canada Project by the Conference Board of Canada, in just two 
years, Canada has slipped from 3rd to 12th place in comparative measurements. 


WD, as the federal economic development department in Western Canada, has a significant role 
to play in enhancing the competitiveness of Western Canada in major global markets and in 
helping deliver on federal priorities related to trade, investment and competitiveness. 


In terms of access to capital, a 2004 Statistics Canada survey on financing of SMEs found that 20 
per cent of SMEs cited obtaining financing as an obstacle to business growth. Those more likely 
to experience difficulties in obtaining financing included: innovative businesses (40 per cent); 
young enterprises - defined as those that started operation in 2002 (34 per cent); exporters (29 
per cent) and manufacturers (27 per cent). 


Through work with financial institutions, members of the WCBSN and other organizations, WD 
has contributed to increased investment in targeted western Canadian firms. In particular, WD 
has responded with the development of two types of SME loan programs: the Loan and 
Investment (LI) Program and developmental loans delivered through the WCBSN and the 
Entrepreneurs with Disabilities Program (EDP) urban delivery agents. 


Program Activity Results 


In support of Business Development and Entrepreneurship, WD achieved the following results in 
2006-2007: 


e Insupport of improved business productivity, members of the WCBSN delivered over 
600,000 business services’. Community volunteers, who understand local issues and 
recognize opportunities, are a key factor in the success of the WCBSN. The WCBSN 
members reported engaging over 2,700 community-based volunteers, including board 
members, who provided over 72,000 volunteer hours. 


e In support of international market/trade development and foreign direct investment, 
WD administered approximately $250,000 for 25 Enhanced Representation Initiative 
(ERI) projects. The primary focus of these activities has been to increase exposure of 
Western Canada's technology sectors in US markets. Projects were supported in sectors 
such as life sciences, ocean technologies, wireless, petroleum technologies and composite 
materials, many of which have led to ongoing negotiations and working relationships 
between western Canadian firms and US R&D organizations. 


e In addition, the Canada Business Service Centres in Western Canada responded to 2,985 
export-related enquires, representing 27 per cent of total enquiries nationally. 


> This includes advisory, information, and training services provided by CFDCs, WEI organizations, FEDOs and 
CBSCs (officer-assisted interactions only) — 608,027 services in total. 
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e In terms of access to capital, 2006-2007 was a transition year for the Loan and 
Investment (LI) Program due to the renewal or replacement of several long-standing loan 
agreements and greater focus on micro-lending. 218 loans totalling $16 million were 
approved during the year. In addition, in the twelve years from the beginning of the LI 
Program in 1995 until March 2007, WD’s loss support contribution of $35 million has 
leveraged 3,100 loans by financial institutions totalling $234 million, for an average 
annual total of $19 million in small business financing. Based on parameters developed 
under an evaluation of the LI Program, it is estimated that this $234 million in financing 
has also helped those businesses create over 6,500 jobs and increase their revenues by 
$850 million. Some of WD’s contribution will be repaid once all loans are completed. 


e In addition, WCBSN members provided 1,313 loans to SMEs totalling $54.8 million that 
leveraged an additional $66 million and resulted in the creation of approximately 4,400 
jobs. 


In addition, in 2006-2007 WD approved contribution funding for projects in the following four 
sub-activity areas: 


e To improve business productivity, WD approved funding for 60 projects totalling $52.0 
million®. As a result of this investment, WD anticipates creating or maintaining 5,558 
jobs (5,248 through the efforts of the Community Futures Development Corporations and 
their provincial associations), and creating, maintaining, or expanding 728 businesses 
(187 through the efforts of the Community Futures provincial associations). 


e To increase international market/ trade development and increase foreign direct 
investment in Western Canada, WD approved funding for eight projects totalling $5.1 
million. As a result of this investment, WD anticipates three projects promoting SME 
capabilities at major international events, the participation of 300 SMEs in export and 
market development initiatives, and the creation of 20 partnerships with industry. 


e Due to the implementation of WD’s new Strategic Framework with its focus on project 
funding, the number of conferences the department supported in 2006-2007 to facilitate 
industry collaboration, was reduced. During this transition in 2006-2007, WD 
approved seven projects totalling $154,400, which will result in nine partnerships. As the 
Strategic Framework is fully implemented, WD will support more projects that achieve 
on-going rather than one-time industry collaboration. 


e To increase access to capital by targeted western Canadian firms, WD approved funding 
for one project totalling $15,000 (not including the eight LI Program renewals, referenced 
above, for which WD approved new funding of $12.2 million). As a result of this 
investment, WD anticipates creating, maintaining or expanding five businesses. 


® This total includes the renewal of 36 CFDC five-year contribution agreements primarily in BC, totalling $41.5 
million. 
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WD Business Development and Entrepreneurship 
$ Approved by Sub-Activity 2006-2007 


Total: $69.4M 
Improve Source: Infoquest, Septmber 19, 2007 
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: Improve Business Productivity 


WD improves business productivity by addressing the needs of SMEs and entrepreneurs through 
a variety of service delivery mechanisms and partnerships including more than 100 offices of the 
WCBSN. Members of the WCBSN include: 90 Community Futures Development Corporations, 
four Women's Enterprise Initiatives locations, four Francophone Economic Development 
Organizations and four Canada Business Services In Manitoba, WD’s contribution of 


LURES. $139,738 enabled the members of the 
WCBSN to collaborate on the 
development of a video conferencing 
network to deliver training, outreach 
and foster communications in rural and — 
remote areas. From October 2006 to 
March 2007, 53 seminars were offered 
by videoconference throughout the 
province with some 435 participants. 


1. Community Futures Development Corporations 
(CFDCs) 


CFDCs are incorporated not-for-profit organizations 
operating at arms-length from government, under the 
direction of local boards of directors. WD has 
provided operating funding to the CFDCs since 1995 
to enable them to provide local strategic economic 
planning services, business counselling and loans to 


small businesses in rural communities. This system was modeled after the 


Alberta’s Entrepreneurship Learning 
Centre (ELC) Network that added four 
new sites in 2006-2007 bringing the 
total to 29. Since 2004, 13,860 people 
have participated in video conferencing 
events hosted by the ELC. 


In 2006-2007, WD provided core-funding support of 
$25.6 million to the 90 CFDCs in the West and they 
reported providing 335,000 general information 
services, 35,000 in-depth business advice sessions, 
and 23,000 training services. This includes services to 
over 9,750 Aboriginal clients. 
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2. Women's Enterprise Initiative (WEI) 


The WEI comprises four incorporated not-for-profit organizations, located in Kelowna, Calgary, 
Saskatoon and Winnipeg, which operate at arms-length from government, under the direction of 
local boards of directors. The WEI organizations help women entrepreneurs face challenges and 
succeed by providing customized services such as access to financing, education and training, 
business advice, loan aftercare, information, networking and mentoring. 


In 2006-2007, WD provided core operational support of $3.9 million to the four WEI 
organizations, which reported responding to over 51,000 business information inquiries and 
providing almost 10,000 business advisory appointments and training services for over 3,600 
clients. 


An evaluation of the WEI undertaken in 2004 reported that by May 31, 2004, WEI services and 
loans leveraged an additional $33.1 million in support for women entrepreneurs. Focus group 
participants expressed high levels of satisfaction with the WEI organizations’ service delivery. 
An impact study undertaken in 2002 reported economic impacts of 9:1 (i.e., $22.4 million in 
loans resulted in approximately $200 million of business). 


Conseil de la Coopération de la 
Saskatchewan launched 
Francoboutique.ca, a website where 
entrepreneurs market their products 
in French, English or Spanish, after 
various entrepreneurs had come to 
them seeking advice on e-commerce. 
Francoboutique.ca provides a 
customized storefront where products 
are sold around the world. 


The evaluation recommended that WD and the WEI 
organizations should assess current reporting 
requirements, as well as discuss expectations for and 
means of measuring partnership development and 
maintenance. As part of a funding renewal process for 
WEI, WD worked with the WEI organizations to develop 
both performance measures that accurately reflect the 
results being achieved, including one that reflects 
partnerships, as well as a new reporting measurement 
tool. The evaluation and management action plan are 
available on WD's website at: 


Rural small businesses have the most 
http://www.wd.gc.ca/rpts/audit/wei/default e.asp. 


to gain from Francoboutique.ca, 
because it helps them reach markets 
3. Francophone Economic Development Organizations much larger than those provided by 
(FEDOs) the local community. “We weren't 
known outside the province before 
Francoboutique.ca,” explains Pauline 
Vézina, owner of the Bouquinerie 
Gravel Bookstore in Gravelbourg, 
Saskatchewan. As the only French 
bookstore in the province, business 
was limited before they had an online 
store. 


The four FEDOs, located in Winnipeg, Regina, 
Edmonton and Vancouver, are incorporated not-for-profit 
organizations operating at arms-length from government, 
under the direction of local boards of directors. The 
FEDOs strengthen economic opportunities for 
Francophone businesses and enhance the vitality of 
Official Language Minority Communities (OLMCs) in 
Western Canada by providing training, business and 
community economic development, access to capital, 
information services, marketing advice, networking and mentoring. 
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During 2006-2007, WD provided core operating support of $2.2 million to the FEDOs, which 
reported providing over 3,100 information services, 1,900 technical advisory services and 875 
training services. 


The FEDO evaluation report, competed in September 2004, recommended that WD should 
improve the reporting format and, if necessary, information gathering processes for reports. As 
part of a funding renewal process for the FEDOs, WD worked with the FEDOs to develop both 
performance measures that accurately reflect the results being achieved, as well as a new web- 
based performance measurement and reporting tool called The Exceptional Assistant. 


The evaluation and management action plan are available on WD's website at: 
http://www.wd.gc.ca/rpts/audit/default_e.as 


4. Canada Business Service Centres (CBSCs) 


The network of CBSCs provides a single, seamless gateway to information for businesses and 

‘maintains an extensive database of business and trade information from federal, provincial, 
municipal and non-government sources. The CBSCs in Western Canada include Vancouver, 
Edmonton, Saskatoon and Winnipeg and services are also available through a network of 
regional partners and Aboriginal service sites. 


In 2006-2007, WD provided $3.9 million to support the four western CBSCs that reported 
facilitating approximately 145,000 officer-assisted interactions (telephone, walk-in, facsimile, 
mail, e-mail) and 3 million self-service interactions (automated telephone services and web site 
visits). The CBSCs in Western Canada account for over 60 per cent of the officer-assisted 
transactions provided by the national Canada Business network. Nationally, the Canada Business 
Service Centres achieved an overall client satisfaction rating of 83 per cent in 2006-2007.’ 


5. Other Initiatives 


In addition to support through the WCBSN, WD has undertaken a number of initiatives to 
encourage SMEs and R&D organizations to be innovative in improving their productivity and 
competitiveness. These include lean manufacturing practices (identification of new trends, the 
development of innovative strategies and the implementation of new processes) as well as 
academic and industry internships and exchanges. 


Opened in October 2006, the Southern Alberta Institute of Technology (SAIT) Centre for 
Innovative Information Technology Solutions (CIITS) is initially targeting the Alberta energy- 
manufacturing sector to streamline business processes. To facilitate learning, discovery and 
prototyping, the CIITS currently operates two components: the Training Cluster and the 
Solutions Simulation Pod (SSP). The Training Cluster incorporates the use of various 
information technologies within each individual learning station. The SSP allows SMEs to 
evaluate their current business processes and accelerate technology adoption. A third component, 
the Future Factory, will be added in the near future and will offer a completely integrated, IT- 
driven production environment, which simulates different manufacturing industries. In 2006- 
2007, CIITS supported 20 client interactions, which created, maintained or expanded four 
businesses. CIITS will receive a $2.5 million contribution from WD. 


*http://www.ic.gc.ca/emb/welcomeic.nsf/5 32340a852333718525649d006b1 19d/4727bc553.ab0c3a78525 73470063 
32a7!OpenDocument 
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In 2006-2007, WD provided $450,000 to a $1,350,000 project delivered by the Winnipeg 
Foundation, working with the Business Council of Manitoba (BCM). Aboriginal Education 
Awards are available to anyone of Aboriginal descent who is pursuing a post secondary 
education in Manitoba. Each award is up to a maximum of $3,000 for university students or 
$1,500 for college students to assist with the cost of tuition, books and education supplies. An 
estimated 10-15 students will also be offered a chance for summer or interim employment with 
companies that are members of BCM. WD previously supported this initiative under the 
Winnipeg Partnership Agreement as part of the Urban Aboriginal Strategy. Since the launch of 
the program in 2001, 700 awards have been given, totalling $1.8 million. 


Sub-Activity: Market/Trade Development and Foreign Direct Investment 


In order to ensure that Canada’s relative competitive position in the global economy is 
safeguarded, the Government of Canada has instituted a ““whole-of-government” approach, with 
Foreign Affairs and International Trade Canada (DFAIT) playing the leadership role and 
Regional Development Agencies (RDAs) playing key roles as well. The role of the RDA, 
including WD, is to create economic 


capacity in clusters, communities and In partnership with the Canada’s Consulate 
industries with a response that is more General in Seattle, WD sponsored the Pacific 
tailored to the local need than is possible Northwest Aerospace Alliance Cluster 
through national programming. Initiative and Networking Event in 
Abbotsford, British Columbia through ERI 
Since the western economy is heavily funding in order to create a networking venue 


dependent on trade, one of WD’s roles isto | for SMEs in the aerospace industry in 
ensure that western Canadian businesses and | Washington State, British Columbia, and 


research institutions remain internationally Alberta. In addition, the event allowed 
competitive. WD also brings a western British Columbia SMEs to meet with 
regional lens to international aerospace and defence representatives to 
competitiveness issues, encouraging identify Industrial and Regional Benefits 


cooperation and supporting regional Le i tata 
interests. WD is able to maximize its 
resources and be strategic by participating through key interventions with partners and 
stakeholders. 


1. Strengthening the Canada-US Relationship 


WD is one of seven federal departments that established the five-year Enhanced 
Representation Initiative (ERI), designed to enhance Canada’s presence in the United States 
market by promoting Canadian business development interests. Through ERI, WD works 
closely with federal partners, the western provinces, the business community and R&D 
stakeholders to identify priorities and undertake projects designed to enhance Western Canada’s 
competitive position in key US markets. 


Since the inception of the ERI in 2003-2004, WD has collaborated with DFAIT and other federal 
partners to administer approximately $600,000 to almost 50 ERI projects. Funding provided by 
WD ($5 million over five years) and other federal partners for the ERI initiative has significantly 
augmented Canada's presence in the US, particularly in several western US markets of major 
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importance to Western Canada. Six of the nine new or expanded Canadian consulates/trade 
offices are located in the Western US. 


The results to date from the ERI include increased engagement with American key players and 
progress in mobilizing allies on key issues such as softwood lumber, Bovine Spongiform 
Encephalopathy (BSE) and the Western Hemisphere Travel Initiative, as well as greater 
emphasis on business development. 


Gateway to Asia (GTA) is an initiative jointly 
funded by WD and S.U.C.C.E.S.S to link 
western Canadian companies with recent 
Asian immigrant entrepreneurs, creating 
potential for joint export opportunities and 
new investment to Western Canada. GTA’s 
efforts resulted in over $2,000,000 of new 

_investment, as well as incremental export 
sales, most notably in the manufactured wood 
sector. An independent project assessment, 
completed in March 2007, concluded that 
S.U.C.C.E.S.S is singularly equipped to 
handle the cross-cultural aspects of bringing 
together western Canadians and Asian 
immigrants to facilitate trade with Asian 
markets, and enabling improved 
competitiveness of western Canadian firms 
under increasing globalization of trade. In 
2006-2007, GTA reported an increase of 31 
new members, and engaged in outreach to 
Edmonton and Winnipeg, establishing a 
permanent Winnipeg liaison. In April of 
2006, WD agreed to continue contributions of 

up to $938,516 for three more years towards a 

total project cost of $1,303,494. 


2. Supporting International Business 
Competitiveness 


WD works with other federal departments to 
offer market/export skills training and 
export-readiness services to SMEs in 
Western Canada. In Western Canada these 
services are provided primarily by the 
CBSCs, for which WD is the lead federal 
funding partner. In addition to responding 
to export-related enquires, some CBSCs 
have the capacity to provide value-added 
export services: the Manitoba Centre 
developed and delivered 11 export 
workshops to 458 SMEs, while Small 
Business BC offered 94 individual export 
coaching sessions as well as quarterly export 
seminars, with an average participation of 
26 clients. 


3. Advancing Western Canadian Interests in 


the Asia-Pacific 


The Asia-Pacific Gateway Corridor 
Initiative (APGCI) is designed to better 
position Canada in the emerging global 
economy by addressing infrastructure, policy, governance and operation issues through one 
integrated strategy. The Federal Budgets of 2006 and 2007 announced $1 billion in new funding 
for the APGCI. Eighty per cent or $800 million of this total is to be invested in British Columbia - 
and the balance will be invested in the other three western provinces. WD is responsible for 


undertaking research and other projects totalling $400,000 over two fiscal years , 2006-2007 and 
2007-2008. 


WD representatives participated in a number of events in Canada and Asian countries during 
2006-2007 to advance western Canadian interests and opportunities in the Asia-Pacific region 
including the 2006 Global Buyers Mission (GBM), held September 7-9, 2006 in British 
Columbia to recruit Asian buyers for value-added wood products, and Globe 2006, held March 
29- 31, 2006 in Vancouver, British Columbia to showcase environmental technology companies. 
The 2006 GBM attracted 477 participants including 208 company representatives from across 
Canada; 190 international buyers (70 per cent of which were new to the event); as well as 
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architects and builders from across Canada. The mission resulted in various contracts for British 
Columbia value-added wood producers valued at $12 million. On the basis of this successful 
outcome, WD approved funding of $136,160 in support of the 2007 GBM to be held September 
13-15, 2007 in British Columbia. 


With the help of $25,000 from Assiniboine 
Credit Union, backed by WD’s LI Program, 


Sub-Activity: Access to Capita 


WD has contributed to increased Jason Wagner started Trackitback in 
investment in targeted western Canadian Winnipeg in late 2003. Through its website 
firms through the development of two http:/Awww.trackithack.com and toll-free 
types of SME loan programs: number, Trackitback arranges for return of 
1. WD Loan and Investment Program (LI lost personal items using ID tags with unique 
Program) registration codes and provides rewards to 


finders. 
Under the LI Program, loan loss support 
agreements with financial institutions such | From that simple beginning, Trackitback has 
as banks and credit unions are designed to grown to $1 million in annual sales and sold 


provide "patient capital" for companies its offerings to retailers such as Staples, 
unable to secure regular financing. These Future Shop and London Drugs, here in 
agreements range in nature from those Canada. Trackitback also exports its product 
offering loans up to $1 million to SMEs and service into the United States, Australia, 


throughout a broad geographic area, to the United Kingdom, Ireland, and most 
more localized agreements offering DMCrO="— recently Mexico Through its export efforts, 
loans up to $35,000 to micro and start-up TrackItBack has also successfully partnered 


businesses in major urban centres. with companies such as Sprint-Nextel, Sony 
Agreements have also been negotiated to and PC City. This success and financial 
leverage additional loan capital from security has allowed the company to move on 
credit unions in British Columbia for rural | ¢9 standard commercial financing outside of 


business lending by CFDCs. the WD/Assiniboine Credit Union 
arrangement. 

An evaluation of the LI Program, 

conducted by Ference Weicker and 

Company in 2002, is available on WD's website at: http://www.wd.gc.ca/rpts/audit/lifp/ic_e.asp. 


In 2006-2007, the LI Program was renewed for an additional five years, based on the impact it 
has had since it was introduced in 1995, which includes 3,100 loans approved totalling $234 
million for an average annual total of $19 million in small business financing. 


For example, between the two Assiniboine Credit Union Micro-Loan Agreements (the 
original which began in 1998 and the new four-year agreement which replaced it in June 2006), 
the target was to leverage up to $7.8 million in financing by March 2010 for very small and start- 
up businesses in Winnipeg. As of March 2007, 524 loans totalling $6.4 million in financing 
have been made and an estimated 507 jobs created with a WD contribution of only $977,000. 


2. Developmental Loans Delivered by the Western Canada Business Service Network 
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In order to strengthen the growth and competitiveness of SMEs, WD has improved access to risk 
capital through the WCBSN, which provides repayable loans to various SMEs in western 
Canada. The WCBSN also provide 


SMEs with path finding services and Vector Geomatics Land Surveying Ltd. 
referrals to alternative sources of provides a wide variety of surveying, drafting 
financing. ’ and mapping solutions to municipalities and 
the oil and gas sector in BC. At peak 
In 2006-2007, the 90 CFDCs approved capacity, the company employs 40 staff. In 
1,350 loans totalling $60 million to rural February 2006, Peter Stringer and Jason 
entrepreneurs. These loans leveraged an Whale, owners of Vector Geomatics, had 
additional $62 million and were sunk much of their funds into getting the 
estimated to create or maintain in excess business started, and were left without any 
of 4,400 jobs. 8 resources in the final steps of renovating the 
leased office space on the Alaska Highway. 
In 2006-2007, WEls approved 96 loans At first, they turned to local banks, but the 
totalling $3.9 million to women banks had done all they could for Vector 
entrepreneurs. These loans leveraged an Geomatics. So Peter turned to CFDC of 
additional $4.2 million and were Peace Liard which was willing to take on a 
estimated to create or maintain in excess client who had exhausted his resources and 
of 330 jobs. was a little higher risk. Peter has just paid 


back his CF loan in full. 


The WEI evaluation recommended that 
WEI loan funds should be replenished. WD has undertaken an analysis of the WEI investment 
funds and will take appropriate action in the near future. 


In 2006-2007, the external financing leveraged by FEDOs from loan funds of which WD is a 
partner was $200,000. This amount represents the loans approved through WD’s LI Program 
agreement with le Conseil de développement économique des municipalités bilingues du 
Manitoba (CDEM) — the FEDO in Manitoba — and the Business Development Bank in Manitoba, 
which expired in June 2006 and was renewed in April 2007. CDEM is the only FEDO that 
chose to renew its LI Program fund targeted to Francophone clients. 


In 2006-2007, the Entrepreneurs With Disabilities Program (EDP) approved 69 loans totalling 
$2.3 million. These loans leveraged an additional $3.4 million and were estimated to create or 
maintain in excess of 360 jobs. 


* Includes rural Entrepreneur with Disabilities Program loans. 
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An evaluation of the EDP’s predecessor 
programs undertaken in 2005 estimated 
that "the average ... loan client generates 
$260,000 in revenues and six person years 
of employment over the first five-year 
period ... that is attributable to the 
assistance that they received." The 
evaluation recommended that a formal 
strategy should be prepared that defines 
the key elements and approach for the 
programs going forward, and that WD 
identify key indicators and methodologies 
to be used to collect the data needed to 
effectively manage the programs and 
report on their progress. WD responded 
by developing a common framework, a 
plan of action and common performance 
indicators for the EDP. WD then 
incorporated these changes in the new 


When east Vancouver's Andrew McCully lost 
his eyesight, it ended his career as an 
animator-designer. Today, he's putting his 
sensitive hands and knowledge of the human 
body to work as a massage therapist. With 
few assets and little previous business 
experience, the graduate of Vancouver's 
Emily Carr Institute of Art and Design 
anticipated difficulty borrowing the money he 
needed to buy massage tables and other 
equipment. After drafting a viable business 
plan, McCully borrowed $10,000 in 
September 2006 from VanCity Credit Union’s 
ABLED program (Advice and Business 
Loans for Entrepreneurs with Disabilities) on 
a four-year repayment plan. By renting space 
at clinics in East Vancouver and Burnaby, he 
paid off his loan in January 2007. 


long-term contribution agreements with the delivery organizations. 


The evaluation of EDP’s predecessor programs is available on WD's website at: 
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htto://www.wd.g¢c.ca/rpts/audit/edp-uedi/default e.asp. 
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Program Activity: Innovation 


Financial Resources ($ thousands) 


Planned Spending 
5 Was 3627 aie 60,893 
Human Resources (FTEs) 
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Innovation, the translation of knowledge into new products and processes for economic benefit, 
is a primary tool for diversification of the western Canadian economy. During 2006-2007, WD 
continued to diversify the economy by supporting the foundation, development and growth of 
technology clusters in life sciences (health technologies), information and communications 
technologies (wireless) and other technologies such as environmental technologies. The 
following chart demonstrates WD’s project funding approvals for 2006-2007 in support of 
Innovation, by sector. Almost half of new approvals were made to projects that are horizontal in 
scope and benefited clients across sectors. 


Actual Spending 
58,329 


WD Innovation $ Approved By Sector 2006-2007 | 
| Total: $42M | 
Source: Infoquest, September 19, 2007 


Other ' Information | 
Technologies Technologies 
20% 28% 


Life Sciences 
3% | 


Multi-Sector 
49% 


Program Activity Results 


To strengthen the western innovation system, WD works with many partners to identify, develop 
and support initiatives. WD’s contribution of $42 million to innovation was matched by support 
of $41 million from provinces and almost $80 million from other sources including non- 
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government organizations and industry. For each dollar contributed by WD, other innovation 
system players invested $2.88. 


In 2007, WD commissioned an independent consultant to undertake an assessment of WD's 
investment in the life sciences sector from April 2000 to March 2006. The methodology 
included interviews with project recipients and key informants in the life sciences sector, case 
studies, review of project findings and analysis of economic impacts. The consultants found that 
WD's investments of $130.8 million leveraged an additional $344.2 million from other sources. 
The estimated economic impact of WD's investments resulted in direct and indirect economic 
impacts of $189 million, contribution to GDP of $88.9 million and the creation of 1,654 jobs. 


In support of Innovation, in 2006-2007 WD approved contribution funding for projects in the 
following five sub-activity areas: 


e To increase technology adoption and commercialization, WD approved funding for 11 
projects totalling $28.2 million. As a result of this investment of funding, WD anticipates 38 
technology demonstrations, 75 licences executed, 16 spin-off companies and a projected $5.5 
million in incremental venture capital investments. 


e To increase technology linkages among innovation system members, WD approved funding 
for eleven projects totalling $312,278. As a result of this investment of funding, WD 
anticipates 13,997 attendees at networking events, 42 new network members and the 
formation of two new partnerships or networks. 


e To increase technology research and development (R&D), WD approved funding for five 
projects totalling $11.9 million. As a result of this investment of funding, WD anticipates 
identifying 360 products for further R&D and supporting 387 skilled personnel. 


e To increase community innovation, WD approved funding for four projects totalling 
$531,022. Asa result of this investment of funding, WD anticipates completing five studies 
and providing 312 individuals with enhanced skills. 


e To increase knowledge infrastructure, WD approved funding for three projects totalling 
$1.2 million. Asa result of this investment of funding, WD anticipates $2.0 million worth of 
R&D undertaken in new facilities or using new equipment, 172 square metres dedicated to 
R&D skills training, and one new physical asset. 


WD did not approve any project funding to increase technology skills development in 2006- 
2007, but remains receptive to participating.in projects within this sub-activity as a means of 
supporting the creation and growth of knowledge-based R&D and business clusters. WD 
continues to support on-going activity in this area, such as the WestLink Innovation Network, 
which was reported in the 2005-2006 Departmental Performance Report. 
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WD Innovation 

$ Approved By Sub-Activity 2006-2007 
; Total: $42.0M 

Source: |Infoquest, September 19, 2007 


Technology 
Adoptaion & 
Commercialization 
67% 
Knowledge Hires 
Infrastructure In Ege 
3% | We 
ial Technology 
Community Research & 
Innovation Development 
"% 28% 


WD supports a range of activities under the broad umbrella of technology adoption and 
commercialization, all of which contribute to creating wealth or increasing productivity. Since 
WD no longer provides direct support to industry, many of the investments are to organizations 
that serve industry needs through training, assessment services and demonstrations, leading to 
productivity improvements and new value-added products. Support is also provided to 
organizations that transfer technologies by identifying and protecting intellectual property, 
licensing technologies and forming new spin off companies. 


In 2006-2007, 67 per cent of WD support has been allocated to technology adoption and 
commercialization. This funding has been allocated to two major initiatives: TEC Edmonton, a 
Regional business incubator, centralizes technology commercialization services for 
entrepreneurs such as advice, incubation and intellectual property protection; and Springboard 
West Innovation Inc., which will provide similar support to entrepreneurs in Regina. The 
expected results of these two investments include five technology demonstrations, 75 


incremental licences executed, 15 spin-off companies and a projected $5.5 million in incremental 
venture capital investments. 


The following examples demonstrate some of the results of WD’s investments. Many of these 


investments were made in past years, some as long as 15 years ago, and are now providing long 
term economic benefits. 


1. Stem Cell Network (SNC) — Aggregate Therapeutics 


Established in 2001, the SCN is one of Canada’s Networks of Centres of Excellence and is the 
only network in Canada that brings together more than 70 leading scientists, clinicians, engineers 
and ethicists to investigate the therapeutic potential of adult stem cells for the treatment of 
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diseases currently incurable by conventional approaches. SCN focuses specifically on several 
key areas: stem cell applications and cellular therapy; therapeutics and drug discovery; tools, 
reagents and diagnostics; and public policy. In 2005-2006, 16 of SCN’s 43 universities and 74 of 
SCN’s 303 Highly Qualified Personnel were located in Alberta and British Columbia. 


In 2005, WD committed $500,000 to SCN to support a $3 million project to develop further a 
new model for commercializing university and hospital-based stem cell research that led to the 
establishment of a for-profit company, Aggregate Therapeutics Inc. (ATI). ATI has negotiated 
and executed a collaborative Intellectual Property (IP) Agreement and Tool Kit nationally with 
16 major institutions and 37 investigators. Using the IP tool kit template agreements, ATI has 
announced 50 disclosures, 12 option negotiations, two license negotiations, two material transfer 
negotiations and six sponsored research negotiations. ATI also has exclusive first right to 
negotiate the commercialization of stem cell technologies from the laboratories of 37 leading 
Canadian scientists. ATI is currently negotiating financing of its first spin-off company and was 
recently the focus of a major partnership announcement between the SCN and MaRS (a 
convergence innovation centre located in Toronto’s “Discovery District”). Both organizations 
have committed to providing long-term funding for ATI’s translational activities, expanding the 
ATI model into other areas of regenerative medicine and applying it more broadly to other 
technology areas. 


Through its support of SCN, WD has played a role in a national initiative to support technology 
commercialization in adult stem cell research. 


2. Network for Emerging Wireless Technology (NEWT, 


NEWT, a division of TRLabs, provides support to wireless telecom companies in testing and 
developing pre-commercial products. NEWT's mandate is to promote wireless innovation and 
competency in Western Canada and provides a test facility, education and mentorship programs, 
strategic business and marketing support, as well as technical resources. The $4.9 million project 
was supported by WD ($2 million), the Province of Alberta and major industry partners such as 
Sun Microsystems, IBM, Hewlitt Packard, Nortel and Telus. 


Over five years of operations, NEWT has succeeded in its role as a technical development 
facilitator in wireless commercialization. In 2006, NEWT had 66 industry members, who 
averaged 14 days of lab use. Since the lab opened in 2002, NEWT's facilities have been utilized 
for 750 lab use days, resulting in the completion of 150 projects, including 99 external (directly 
benefiting a company) and 47 internal (directly benefiting the industry at large) projects. 


One client, Calgary-based Wireless Edge, a leading innovator and supplier of mobile data 
networking solutions for telecommunications carriers, used NEWT facilities to test its product, 
SecFi. “Testing demonstrated that SecFi works well in cell phone networks, efficiently detecting 
and removing infected messages,” says Wireless Edge CEO Dr. Husam Kinawi. 


Another client, SMART Technologies, used NEWT facilities to test its SynchronEyes computer- 
lab instruction software, a product that enables networked student workstations to be monitored 
and controlled from one teacher’s computer, in a wireless network-based computer-assisted 
learning environment. 
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3. Canadian Environmental Technology Advancement Corporation (CETA C- WEST) 


CETAC-WEST is a not-for-profit corporation with a mandate to support the development and 
commercialization of new environmental technologies in Western Canada. In March 2003, WD 
approved $421,000 towards a $1.48 million project to develop improved operational 
technologies for the oil and gas sector, specifically for gas plants. Other partners were NRCan’s 
Technology Early Action Measures (TEAM) program ($460,000) and industry participants } 
($600,000). 


CETAC undertook audits of various processes and systems at 18 gas plants in Alberta, 
substantially more than the six planned audits. The audits revealed significant reductions in 
environmentally unfriendly emissions, which also represented lost revenue from wasted product. 
Based on industry demand, CETAC was able to leverage extra funding from industry 
participants. The audits resulted in 191 recommendations for emission reduction opportunities 
and covered a wide spectrum of processes. This represents potential emission reductions of over 
240,000 tonnes of carbon dioxide equivalents per year and annual fuel and electrical cost savings 
of more than $14 million. Follow-up audits at six plants confirmed the impact of implementing 
the initial recommendations. CETAC also hosted and presented four “Energy Efficiency” 
Workshops that were attended by over 270 individuals. The workshops allowed CETAC-West 
to share program results and solicit industry input, leading to increased industry acceptance and 
participation. 


4. Hydrogen Highway 


In 2002, WD made early stage infrastructure investments in hydrogen and fuel cell technologies, 
which can take time to show results. These clean technologies are environmentally sustainable 
and emit no green house gases, thus reducing the impact of climate change. In addition to early 
support for Ballard Power Systems Inc. and several other hydrogen and fuel cell companies and 
initiatives, WD committed more than $2 million towards three research and demonstration 
projects with a total value of $6.7 million, which have helped pave the way for the BC Hydrogen 
Highway. Through the Canada-BC Western Economic Partnership Agreement (WEPA), WD 
supported the development of the first node of the BC Hydrogen Highway, a hydrogen fuelling 
station system at the BC Hydro Powertech Labs facility in Surrey. As well, WD supported the 
development of the prototype micro-fuelling apparatus and research at the Pacific Spirit Station, 
which have contributed to building the BC Hydrogen Highway and development of additional 
fuelling stations. 


In April 2007, the Province of British Columbia announced its $89 million commitment to 
develop the world’s first hydrogen bus fleet via the deployment of 20 fuel cell buses in Whistler 
in time for the 2010 Olympics, and the construction of hydrogen fuelling stations there and in 
Victoria by 2009. WD’s early support, along with that of the National Research Council’s 
Institute for Fuel Cell Innovation, Natural Resources Canada (Canadian Transportation Fuel Cell 
Alliance Program), the Province of British Columbia and Hydrogen & Fuel Cells Canada, has 
contributed to making Canada a leader in hydrogen fuel cell technologies. This sector currently 
employs some 1,900 people in Canada, with the majority located in the greater Vancouver area. 
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5. Springboard West Innovations Inc. 


Under WEPA, WD has allocated $2.2 million to a $3.385 million project to establish 
Springboard West Innovations Inc. at the University of Regina (U of R) Research Park. The goal 
is to increase technology commercialization in the community. As well as training, promotion 
and business incubation, Springboard West will serve as a focal point for taking technologies 
developed at the U of R to market and as a conduit for industry and entrepreneurs to access 
university resources in research, technology and business. By bringing together academics, 
business, researchers and entrepreneurs, Springboard West will work toward creating a 
collaborative, interdisciplinary culture of innovation and entrepreneurship. 


By focusing primarily on energy, environment and informatics, Springboard West will 
complement the U of R’s Centres of Excellence in those areas. By locating at the Research Park, 
Springboard West Innovations Inc. will contribute to new working relationships and critical 
mass. Springboard West plans to create five technology demonstrations over the next two years, 
and 15 spin-off companies by March 2010. Corporate sponsorships and revenues are projected 
to exceed $900,000 by 2010. 


6. Robotic Intra Venous Automation (RIVA) 


The story of RIVA demonstrates that the results of WD investments are not always immediate 
and the persistence shown by the inventors and product developers can lead to substantial 
payoffs. It took 15 years from conception, product development, testing and marketing to reach 
the stage where significant economic benefits flow to the local economy. In 1992, WD provided 
$522,000 to a product development firm located at the St. Boniface General Hospital Research 
Centre, which was developing a robotic delivery system to support the distribution of 
pharmaceutical compounds in intravenous bags. The product was targeted to major hospitals and 
was envisioned to be a more efficient, safe and economical than conventional delivery systems. 


A Winnipeg based company, Intelligent Hospital Systems, successfully demonstrated RIVA at 
the St. Boniface General Hospital Research Centre. Two RIVA units have been sold to the 
University of California and sales of six additional units, which retail for $1 million each, are 
pending. With additional private sector investments, a 15,000 sq. ft. manufacturing facility 
employing up to 60 people will soon be opened in Winnipeg to meet anticipated market demand. 


7. Canadian Manufacturing and Exporters (CME) 


Under the Canada-Manitoba Economic Partnership Agreement, WD provided $992,600 towards 
a $4 million initiative to enable the CME to administer the Rapid Response Advanced 
Manufacturing Initiative (AMI), which focuses on lean manufacturing theory and human 
resources (HR). AMI offers education and awareness, diagnostics, benchmarking, mentoring, 
and tools to encourage Manitoba companies to adopt lean manufacturing processes. Since highly 
qualified personnel are vital, the HR component includes certification, curriculum and strategic 
skill development. 


This project continues to be industry driven. Manufacturers credit gains in quality, productivity, 
and teamwork to lean manufacturing techniques. Firms also report being better able to withstand 
industry downturns and intense competition. For example, AMI’s programs have enabled one 
PVC fence manufacturer to reduce set up times for certain production runs by 86 per cent, 
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realizing annual savings of $20,000. A local foundry operation can save up to $300,000 annually 
and generate at least two new ideas per employee. 


The project, which continues until 2008, has exceeded many performance targets: two new 
certification programs, 1,500 people trained, eight special interest group activities, 100 graduated 
trainers and 26 lean manufacturing awareness programs. As a result of this initiative, an 
economic development plan for the manufacturing sector was created through direct industry 
consultation. The plan is a cohesive strategy for the future of manufacturing in Manitoba and 
identifies four key areas: vision and leadership, human resources, business environment and 
long-term strategies. 


Sub-Activity: Technology Linkages 


Creating connections among the members of the innovation system has a number of outcomes. 
Positive working relationships can result in shared learning and best practices, leveraging 
resources, building capacity and strengthening the cluster. The following are examples of 
initiatives that increased linkages both locally and across the West. 


1. New Media BC (NMBC) 


WD provided $195,000 to NMBC to support the $663,500 Digital Coast Project. New Media BC 
is a not-for-profit industry association that promotes, unites, and educates British Columbia’s 
digital media industry. NMBC assists approximately 200 new media companies with e-learning, 
web development, video game development, software, digital content, animation, visual effects 
and post-production. 


With the Digital Coast project, NMBC developed a “Networked Ecosystem Infrastructure” — 
meaning a unified strategic vision and a coherent developmental strategy among key 
stakeholders in the new media value chain. A five-year business plan has enabled NMBC to 
move on to phase two of the project: design, implement and execute a branding strategy to re- 
position British Columbia’s new media industry as a world leader in its field. This has led to 
NMBC and its industry and other partners securing a $40.5 million commitment from the 
Province of British Columbia for the establishment of the planned World Centre for Digital 
Media and for the new Masters level program in digital media at Great Northern Way Campus, 
which will start in September 2007. 


2. Wellness West 


Wellness West is focused on developing and growing the Functional Foods, Nutraceutical and 
Natural Health Products industry in Western Canada. Operating under a Memorandum of 
Understanding (MOU), the four western provinces, the National Research Council and WD are 
collaborating to address industry issues and support technology and innovation in this sector. An 
industry advisory board provides valuable feedback to WD to ensure that activities meet industry 
needs. The parties have invested $1.2 million in cash and in-kind to support Wellness West. A 
suite of products directed at growing the industry have been developed and implemented 
including a Commercialization Technology Roadmap, a Technology Infrastructure Database as 
well as Competitiveness and International Marketing Intelligence. 
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By collaborating, the parties have leveraged their resources to facilitate the growth of the sector 
in Western Canada. Some of the anticipated benefits of the MOU are increased collaboration 
between companies and researchers, the development of necessary infrastructure support for 
firms and diversification of the agriculture sector. 


Sub-Activity: Technology Research and Development 


Applied R&D leads to new discoveries that ultimately are commercialized as new products and 
services or are integrated into an existing organization resulting in value-added products or 
efficiencies in the organization. New discoveries, often called disruptive technologies, can lead 
to an entirely new approach. Other R&D can enable a traditional sector to develop new products 
or processes. 


1. Calgary NeuroArm 


In January 2002, WD approved $3 million for the University of Calgary in support of a $27 
million R&D project along with the Canada Foundation for Innovation, Canadian Institutes for 
Health Research, the National Research Council of Canada, Alberta Advanced Education and 
Technology, Alberta Heritage Foundation for Medical Research, the Seaman family and other 
philanthropists. 


University of Calgary’s NeuroArm has been in research and development for more than six years 
and is the world’s first magnetic resonance imaging (MRI)-compatible surgical robot. The MRI 
uses an IMRIS magnet, made in Winnipeg, and developed at the Institute of Biodiagnostics. WD 
provided support for the installation of the IMRIS magnet at the Calgary Foothills Hospital. The 
surgical arm is fashioned after the two Canadarms, built in Canada for use on NASA space 
shuttles and was built in collaboration with MacDonald, Dettwiler and Associates, the company 
that built the Canadarms. The NeuroArm, which has two arms and two cameras, works in 
conjunction with real-time MRI, enabling surgeons to manipulate tools on a microscopic scale, 
and provides sensory feedback, which will result in safer and less-invasive brain surgeries. The 
technology is meant to enhance humans, not replace them and could extend a surgeon’s 
operating career. 


The NeuroArm is expected to forever change the way surgeries are performed. It will allow 
unprecedented accuracy at the molecular level, enable remote-controlled surgery and improve 
the overall outcome of surgery. The NeuroArm is now moving out of development, and the first 
human surgery testing with the device is expected in 2007. After approval by Health Canada, 
NeuroArm will eventually go to the global market. The technology may be applicable for a 
wider variety of surgeries. 


2. Forintek Canada Corp 


Forintek is a private, non-profit wood products research consortium. It is Canada’s leading 
applied research institute for the solid wood products industry, which manufactures lumber, 
plywood, oriented strand board, medium density fiberboard, particleboard and value-added 
products. Forintek develops scientific and technical knowledge and then applies it to the 
Canadian wood products sector. Forintek increases the competitiveness of member companies by 
fostering optimized manufacturing processes and encouraging the extraction of higher value 
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products. Across Canada, Forintek has 190 wood company members and is currently working 
with eight provinces. 


WD has supported a number of projects with Forintek in all western provinces to support 
technology transfer and adoption in the forestry industry. Under the Canada-Alberta Economic 
Partnership Agreement, WD and Alberta Sustainable Resource Development each provided over 
$1.8 million in funding, with industry providing $675,000 to a $4.43 million initiative. During 
2005-2006, Forintek handled 92 technical enquires from Alberta industry, had 183 plant 
visits/meetings with Alberta industry officials, held six workshops, and carried out eight 
projects/technical assessments with firms. As a result of four of these eight projects, and an 
initial investment of $35,000 by the firms involved, these firms reduced costs or increased 
revenues for a contribution to their bottom line of $2.1 million. 


WD provided $133,500 to help fund Forintek’s initiative to provide technology and 
manufacturing advice to the primary and value-added wood product sectors of Saskatchewan’s 
forest industry. 


To accomplish this goal, Forintek organized plant visits from technical and scientific staff and 
industry advisors and also delivered regular seminars, conferences and workshops that 
encouraged the transfer of wood product manufacturing and market knowledge to the 
Saskatchewan industry. 


Overall, the impact of the project was experienced in increases in plant efficiency and 
productivity, high quality products and expansion into new markets. For example, a Regina- 
based manufacturer reported a 50 per cent increase in production by reducing waste and 
improving production flow, while another company located in north-eastern Saskatchewan 
improved their manufacturing process through technical information provided by Forintek. 


3. The Centre for Drug Research & Development (CDRD) 


WD's investment of $400,000, along with $300,000 from the Province of British Columbia and 
approximately $1.4 million from industry, Simon Fraser University, University of British 
Columbia (UBC) and others, led to the establishment of the CDRD at UBC and supported 18 
months of start-up operations. The mandate of the CRDC is to advance new drug therapies and 
medicines from the discovery stage to commercialization. This initial investment has enabled _ 
CDRD to obtain funding commitments of over $50 million from other sources including the 
Province of British Columbia, the Canada Foundation for Innovation and industry. 


At a recent media announcement in Vancouver attended by Minister Ambrose, Natalie Dakers, 
CEO of CDRD, noted the key role WD played in the advancement of the Centre: “WD was 
critical to the success of CDRD, providing essential start-up funding that helped keep the CDRD 
dream alive over the last year while the team was securing longer-term funding.” 


Sub-Activity: Community Innovation 


Innovation at a community level can contribute to a region’s prosperity and focus community 


resources. This can happen on a horizontal basis or a geographical basis, as shown in the 
following examples: 
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1. Aboriginal Training for the Aerospace Sector 


Aboriginal students will be better equipped for high-demand jobs in Manitoba’s aerospace, 
manufacturing and construction industries, as a result of WD’s investment of $320,000 in 2006- 
2007 towards new equipment purchases for the Neeginan Institute of Applied Technology. 


Training will be provided in a variety of industrial occupations in the province’s growing 
aerospace, manufacturing and construction industries. The project’s goal is to address 
Manitoba’s skilled labour shortage and produce graduates in high-demand trades in a way that is 
flexible enough to meet employers’ needs and specifications. The Institute’s certified training 
programs are offered only when an employer commits to hiring the graduates, and students are 
selected jointly with employers. Within a year, the Institute plans to graduate a total of 156 
Aboriginal students. Border Glass, Standard Aero, Boeing, Custom Steel and Carlson 
Composites have all committed to hiring the graduates. 


2. Saskatchewan Research Network (SRnet) 


Community innovation is enabled through high-speed communications networks. WD invested 
$187,200 in a $1.225 million project to expand the SRnet, involving the purchase and installation 
of equipment needed to extend the SRnet through Prince Albert and LaRonge. This extension of 
SRnet's network infrastructure will provide an ultra high speed backbone infrastructure capable 
of supporting the use of high quality multi-point video conferencing and the transmission of 
large data and image files to support inter-provincial and international public and private 
collaborative research, as well as health and education activities. SRnet now has 14 members, 
including four members from Prince Albert and three members from LaRonge. This investment 
in technical infrastructure will create potential opportunities in Northern Saskatchewan for 
research-intensive businesses and institutions, in addition to collaboration with educational 
facilities. 


3. The University of Victoria Innovation and Development Corporation (IDC) 


In March 2006, WD approved $185,600 for the University of Victoria IDC to assist the long- 
term viability of technology commercialization on Vancouver Island. The goal of this two-year, 
$1.1 million project is to provide effective technology transfer practices to Vancouver Island 
institutions that have experienced difficulty in bringing their intellectual property into the 
commercial sphere. 


The IDC was created in 1991 to serve as the University of Victoria’s technology transfer office. 
By offering a range of technology transfer services to faculty, staff and students, IDC has acted 
as a conduit between the University’s researchers and the external business community. Funding 
for the latest phase of this project went towards IDC efforts to provide a comprehensive suite of 
technology commercialization services at four Vancouver Island post-secondary education 
institutions, as well as the creation of an efficient technology commercialization network. In 
addition to these tasks, the IDC aimed to create technology commercialization agreements with 
eight federal research labs and the Western Canadian Universities Marine Biological Station on 
Vancouver Island. By March 2008, it is expected that IDC will develop eight prototypes, file 10 
patent applications, spin off eight companies and enter into six service agreements. 
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4. Light House Sustainable Building Centre (SBC) 


WD contributed $200,000 to a $401,000 project at Simon Fraser University’s Centre for 
Sustainable Community Development to establish a SBC, supporting the development of the 
sustainable building market and cluster in British Columbia. The Light House SBC provides a 
point of service "hub" for regionally specific information on products, technologies and services. 
Focusing on both new and retrofitted buildings of all types, the Light House SBC provides the 
"missing link" in the information delivery chain between information service providers (such as 
government programs, utilities, technology developers, industry associations, etc.) and the 
broader market. The Light House SBC is supported by business, academia and government. 


This project has exceeded all project indicators. The centre has attracted 4,300 public visitors 
and 2,800 interactions with industry. There have been 97 training sessions, up substantially from 
the target of 15, and 15 development projects have proceeded. 


Jorge Marques, Acting Director of the Sustainable Office at UBC, recently provided the 
following endorsement of Light House SBC: “Since its launch, Light House has been filling a 
critical need by facilitating the transition to sustainable building practices. By current standards, 
building industry is responsible for 30 per cent of the world’s energy consumption and 40 per 
cent of the Lower Mainland’s greenhouse gas emissions. By enabling people to engage in 
sustainable building practices, Light House is bringing us closer to meeting the social, economic 
and ecological needs of future generations.” 


Sub-Activity: Knowledge Infrastructure 


Nanotechnology is a key platform technology, with broad reaching impacts on both traditional 
resource sectors as well as new economy sectors. WD has provided support of.$14.5 million 
toward $30 million in projects to build nanotechnology capability in all provinces of Western 
Canada. The effort has been concentrated in Alberta. 


1. NanoFab - University of Alberta 


Since 2000, WD has provided over $3 million for micro equipment and a clean lab in the 
NanoFab at the University of Alberta (U of A). To date, 782 users, 12 Canadian universities, 
groups from six provinces, 108 academic research groups and 32 companies have used the 
facilities at NanoFab. Other major WD investments at the U of A build on these investments in 
NanoFab. These include $4 million in pre-commercial research/demonstration projects through 
the Micro Systems Technology Research Initiative; $3.8 million to create incubator space and 
support commercialization in the National Institute for Nanotechnology and $1.8 million for the 
development of cancer detectors through the Alberta Cancer Diagnostic Consortium. In each 
case, these other projects have or will utilize the NanoFab. 


A cluster of commercial firms are now located in Alberta that are spin-offs either directly or 
indirectly of research at the University of Alberta. Most of these firms are active in the area of 
Micro-Electrical-Mechanical Systems (MEMS), which is directly related to the work carried out 
at NanoFab. MEMS have currently been identified as the most promising area for near-term 
local commercial benefits arising from nanotechnology. 
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2. Nano-System Fabrication Lab (NSFL) - University of Manitoba 


WD provided support of $1.24 million toward the $4.0 million NSFL at the University of 
Manitoba. Growing interest in nano-fabrication demanded new infrastructure investments to 
expand capability and foster innovation and commercial collaboration. Expansion of the NSFL 
allows researchers to prototype MEMS and support projects in telecommunications, advanced 
manufacturing, energy storage, nanoelectronics, civil infrastructure monitoring, aerospace, 
micro-sensors, and the life sciences. 


The NSFL has exceeded its 2007 performance targets with R&D projects valued at $1.5 million, 
six patents filed, and 23 products or processes identified for further R&D. Progress is on track 
for other targets including the number of projects undertaken annually and the number of 
researchers using the lab annually. 


The NSFL is utilized by organizations external to the university, including the Communication 
Research Centre, the Canadian Space Agency, InfoMagnetics, the Intelligent Sensing for 
Innovative Structures organization, Iders, Manitoba Hydro and Manitoba HVDC Research 
Centre. NSFL assistance to high-school research led to an award-winning project in 
microfluidics. 


Analysis of Program Activities by Strategic Outcome 47 


Strategic Outcome: To support economically viable communities in Western Canada with a 
high quality of life 


WD is developing performance indicators for this Strategic Outcome. The following statistics 
represent a preliminary effort to assess the current state of Community Economic Development 
in Western Canada: 

e In 2006, the disposable income per capita in Western Canada was $27,175 compared 
to $25,623 for Canada as.a whole; 

e In 2005, the labour productivity growth as reflected by the real GDP per hour worked 
was 1.0 per cent in Manitoba, 1.7 per cent in Saskatchewan, 0.8 per cent in Alberta, 
and 1.1 per cent in British Columbia, compared to 1.1 per cent for Canada as a whole; 

e In 2005, educational attainment as reflected through the percentage of the population 
with a university degree, college diploma or trade credentials was 45.9 per cent for 
Western Canada compared to 48 per cent for Canada as a whole. 


Program Activity: Community Economic Planning, Development and 
Adjustment 


Financial Resources ($ thousands) 


Planned Spending Authorities’ Actual Spending 


137212 123,478 108,407 


Human Resources (FTEs) 


Planned 


Despite the West’s strong overall economic performance, many communities and regions 
continue to face challenges in attracting investment and realizing potential opportunities. Others, 
because of the rapid growth, have to contend with managing that growth to sustain it over the 
long run. At the same time, there are groups in the West who cannot for one reason or another 
participate fully in the mainstream economy. Western Canada cannot fulfill its economic 
potential without ensuring that all westerners are included. This is particularly true when it 
comes to Aboriginal peoples in the West, where 62 per cent of the Aboriginal population in 
Canada live (800,000 people). The Canadian Chambers of Commerce estimate that a lack of 
Aboriginal participation in the economy costs the country approximately 1.5 per cent of its GDP, 
or half of its projected growth for 2008.'° In parts of the West, the impact is particularly severe 


” Total Authorities are lower than Planned Spending as the $29M grant for the Prince Rupert Port Authority was 
reflected as planned against the Community Economic Planning, Development and Adjustment program activity 
instead of the Business Development and Entrepreneurship program activity. During the fiscal year, WD received a 
further $15M grant, through Supplementary Estimates B, for the Primrose Lake Air Weapons Range, which is 
included in the Authorities. 
“http://www.chamber.ca/cmslib/general/CLC082005.pdf. 
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because of the high proportion of the Aboriginal population'! and the detrimental effects of 
labour shortages on economic growth and development. 


WD plays a key role in addressing these issues in the West by forging partnerships between 
governments, community organizations and other stakeholders. The department delivers federal 
programs that target communities threatened by severe economic adjustment impacts, such as 
those communities dependent upon salmon fishing and forestry in British Columbia. WD 
facilitates economic recovery by working collaboratively with the WCBSN to carry out 
Aboriginal economic development and other community economic development initiatives. 
WD’s work also impacts urban centres through urban economic development agreements; 
federal provincial agreements, such as WEPA, the Canada-Saskatchewan Northern 
Development Agreement; and the Infrastructure Canada Program agreements. 


The intent in all these initiatives is to develop purposeful partnerships with other governments 
and local groups to support the growth of western Canadian communities in ways that can be 
maintained in spite of global economic pressures. Diversification of Western Canada’s heavily 
resource-based industrial structure and increasing the value-added of our current economic 
output are fundamental to ensuring stable long-term economic growth, business productivity and 
the creation of skilled jobs and technologies that will drive the economies of the future. The 
ultimate goal is to ensure that Western Canada’s communities are economically viable and that 
they support a high quality of life. 


Program Activity Results 


In support of Community Economic Planning, Development and Adjustment, WD achieved the 
following results in 2006-2007: 


CFDCs and FEDOs reported that their efforts resulted in 952 instances of increased capacity in 
community organizations, 337 enhanced community services or facilities, and 235 instances of 
increased community stability. 


In addition, a third party consultant completed an impact assessment of WD’s Aboriginal 
activities from 1999 to 2005 and concluded that the projects supported by WD are generating 
significant impacts. The assessment indicated that WD’s support for Aboriginal initiatives has 
resulted in $5.11 in additional investment for every WD dollar — a total of $270 million over five 
years and over 4,200 full-time and part-time jobs. The initial investment is projected to have 
generated follow-up investment of $70 million and a total of 9,500 future jobs, training and 
education for 12,900 participants, as well as assistance related to business start-up or expansion 
for 3,500 businesses. 


Community economic development projects, by their very nature, take longer to demonstrate 
results. Yet, the lack of community capacity has been identified as a major barrier to increased 
economic participation and the development of business-to-business relationships with industry. 
The impact study of WD’s Aboriginal activities concluded that the success of projects is 
determined not so much by the type of project as by: 

e Strong partnerships; 


'l Tn Saskatchewan and Manitoba, Aboriginal peoples represent almost 15 per cent of the population, and the 
numbers are growing three times faster than the general population. 
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Committed champions and leaders; 

Active participation of the Aboriginal community; 
Capable staff and management group; 
Community-driven focus; and 

Good planning. 


In 2006-2007, WD also approved contribution funding for projects in the following three sub- 
activity areas: 
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To enhance community planning, in 2006-2007 WD approved funding for 16 projects 
totalling $652,599. Asa result of this investment of funding, WD anticipates: 5 activities 
providing communities with planning leadership and expertise; 110 instances of 

facilitating community involvement; and maintaining or developing 30 partnerships. 


To support community development, WD approved funding for 38 projects totalling 
$64.5 million, including $18 million for the Mounted Police Heritage Centre through the 
Saskatchewan Centennial Initiative, $15 for Primrose Lake Economic Development 
Corporation and $5 million for the Britannia Mine Interpretive Centre. As a result of this 
investment, WD anticipates: 64 jobs created or maintained; 120 businesses created, 
maintained or expanded; 390 people trained; 18 enhanced community services or 
facilities; 34 community organizations with increased capacity; and 11 communities with 
increased stability. 


To facilitate community economic adjustment, WD approved funding for three project 
totalling $667,035. As a result of this investment of funding, WD anticipates 200 
businesses created, maintained or expanded. 


WD Community Economic Planning, Development, 


& Adjustment 
$ Approved by Sub-Activity 2006-2007 
Total: $65.8M 
Source: Infoquest, September 19, 2007 
Community 
Development———_____ 
98% | 


Community 
Economic 


Community et Adjustment 
Planning 1% 
1% ‘ 
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One component of a sound Community Economic Development model is planning for the future 
economic well being of the community. Here are some examples of WD-supported projects that 
promoted community planning: 


1. Rural Community Economic Development (RCED) 


WD is investing $2.9 million, over a three-year period, through WEPA for the RCED pilot 
project to increase rural coordination and federal-provincial collaboration. The Community 
Futures Network of Alberta (CFNA) is managing funds for projects to support community 
economic development activities through the efforts of the 27 CFDCs across Alberta. The 
Alberta government provides similar funds to their Regional Economic Development Alliances 
(REDAs). In addition, the CFNA has hired three community economic development experts to 
assist CFDCs and REDAs across Alberta to increase their organizational and community 
capacity. REDAs and the CFDCs located within the same geographical area collaborate to 
leverage activities of common interest and to share knowledge and expertise to support 
sustainable communities and increase economic development capacity within rural communities. 
To date, 58 projects have been approved totalling $ 1.76 million under RCED. 


The goal of the Defence Industry Development in Eastern Alberta (2006) project was to enhance 
procurement opportunities for rural businesses located near Canadian Forces Bases at Suffield, 
Cold Lake, and Wainwright. As a result of this project, 113 business people, municipal officials 
and economic development officers in eastern Alberta received training on the MERX system. 
In addition, the project gathered baseline data on local procurement that will be used to measure 
future progress. The Crowsnest Development Constraints and Conservation 

Priorities (2006) project involved the creation of a GIS-based digital mapping tool to allow the 
Municipality of Crowsnest Pass to become more proactive in responding to development 
pressures. The mapping tool is used to rank and weigh development constraints and 
conservation values, and is proving to be successful in identifying the critical areas for wildlife 
habitat based on scientific evidence. It has also uncovered information being compiled by 
government, environmental organizations and industry, of which the municipality was unaware. 


CFNA maintains a “best practices” inventory of CED projects on its web site at: 
http://www.cfnsa.ca/cfna/public/rced_introduction. html. 


2. Whitecap Dakota First Nation and Highway 219 Tourism Plan Development 
In July 2005, WD approved $116,800 in funding over a two-year for Dakota Land Holdings Ltd. 
period to hire a Tourism Development Co-ordinator to assist in the development of tourism 
related activities for the Whitecap Dakota First Nation region and the Highway 219 Tourism 
Corridor. The objectives of the project included: 
e develop, plan and implement a Tourism Transportation Network; 
e provide input into the development of a River Valley Authority for the South 
Saskatchewan River south of Beaver Creek, consistent with Whitecap’s 
development plans and the Whitecap Land Code; and 
e create a Regional Tourism Plan for the district. 
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The first two objectives have been met while the regional tourism plan is in the early stage of 
development. 


3. North Eastman Regional Economic Development Strategy (NEREDS 


Community Futures Winnipeg River has been instrumental in leading NEREDS, a regional 
initiative to build community capacity, identify and respond to opportunities that build upon the 
strengths of the region and develop solutions to address specific economic development 
challenges that the region is facing. Through ongoing meetings and planning sessions, 
community representatives developed a regional economic development strategy, which 
demonstrates an enhanced level of regional commitment, community ownership and partnership 
development. Co-operation and coordination between communities and stakeholders in the 
region has increased considerably. Overall, NEREDS has assisted in community economic 
development by: 

e Helping communities work toward the common goal of sustainable community 
economic development; 

e Building capacity among councils, community groups and the business community to 
address specific community economic development challenges; 

e Fostering partnerships and building a supportive environment for advancing the 
region’s goals for community economic development; 

e Helping to maintain and diversify the economic base of the region by strengthening 
the business community, building on existing economic sectors and increasing 
opportunities for new business development; and . 

e Helping to enhance labour force and human resource capabilities by retaining and 
attracting youth and diversifying the skills base of the population. 


Sub-Activity: Community Development 


A second component of a sound Community Economic Development model is the identification 
and implementation of initiatives to ensure the future economic well being of the community. 
Some examples of WD-supported projects that promoted community development, ensuring the 
viability and diversification of the local economy, include the following: 


1. Women Building Futures (WBF) 


WBF is a non-profit organization that helps women build better lives through training and 
mentorship. As of March 31, 2007, WBF has trained over 240 low-income women, of which 95 
per cent have graduated. Of these graduates, 100 per cent have found employment in Alberta’s 
construction and oil and gas trades. Sixty per cent of the women participating in WBF are 
Aboriginal. WD’s investment of $1.2 million helped WBF expand its operations by increasing 
its teaching and administrative areas. The renovated facility will allow the organization to 
increase the number of students graduating from its 16-week, pre-apprentice training program 
from 60 to as many as 400 annually. Through funding from other sources, WBF is also 
retrofitting the top floor of the warehouse and adding two additional floors, which will create 42 


affordable housing units and ensure women accepted into their training program have secure 
accommodation. 
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2. Film Training Manitoba 


WD provided $130,000 towards a $735,000 pilot program that will mentor and train 24 recruits 
to fill senior positions with Manitoba film crews, reducing the need to import expertise from 
outside the province. The project assists employers to hire individuals, through a competitive 
process, in designated positions by contributing 33 per cent of the candidate’s salary up to a 
maximum of $3,000 per placement. The employing film production company pays the balance of 
the of associated costs as their contribution. Since the official launch of the initiative in April 
2006, 19 participants have joined the program, 11 participants have been upgraded to priority 
positions and four graduates have been hired permanently in film production. 


3. Immigrant Access Fund (IAF) 


The IAF Society of Alberta provides loans of up | Alberta and Saskatchewan Centennials 
to $5,000 towards accreditation, training and Update 


skills upgrading of immigrants who have 
worked in a profession or trade in another 
country and lack access to other financial 
resources. The fund helps these immigrants 
successfully integrate into the economy. The 
Society’s loan fund is supported through fund- 
raising as well as a revolving line of credit. 
WD’s investment of $400,000 helps to cover a 
portion of the loan delivery costs, as well as the 
operational costs of the IAF. The Calgary 
Foundation administers the loan fund. 


Designed by world-renowned Canadian 
architect Arthur Erickson, the $29 million, 
67,000 square foot Mounted Police 
Heritage Centre hosted its grand opening 
on May 23, 2007. This world-class 
interpretive centre will serve as a Canadian 
and international tourism destination. 
Exhibits, displays and a multi-media 
theatre will explore the RCMP’s heritage, 
operations and training. The Centre 
anticipates an average of up to 450,000 


Pree hiro 31,2007 the Foundation has visitors over the first three years, up from 
granted 44 micro-loans, 31 of which have been as rasan raheem arate 
to men and 13 to women. Five loan recipients 

have received their accreditation or completed 
their upgrading and four loan recipients have 
found jobs in their field. Four recipients have 
repaid their loans in full. There have been no 
losses on loan paybacks, as recipients are highly 
motivated to pay the loans back. Recipients 
have up to two years to complete their 
accreditation program. Since IAF only started 
granting loans in mid-2005, most recipients are 
still completing their program. 


$18 million for the Centre through the 
Saskatchewan Centennial Initiative, the 
RCMP invested $5 million, the Province of 
Saskatchewan invested $3.5 million, and 
the Centre raised $2 million in funding. 


The Centennial Initiative also supported a 
number of projects in Alberta that are now 
completed, including the Maverick’s 
Gallery in Calgary’s Glenbow Museum, 
and the Alberta Children Hospital’s 
Healing Gardens. Other Centennial 


4. Canada Saskatchewan Northern capital projects in progress include the 
Development Agreement (NDA) Royal Alberta Museum and the Alberta 


In the fall of 2002, the governments of Canada Gallery of Art in Edmonton, and the 
and Saskatchewan signed the Northern expansion of Heritage Park in Calgary. 
Development Agreement (NDA), with the 
people of Northern Saskatchewan as program partners. The intent of the five-year Agreement 
was to enhance the economic opportunities available to Northerners through training, 
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employment, innovation, business development, infrastructure enhancements and investment in 
northern communities. A $20 million commitment has been shared equally by the provincial and 
federal government. 


An evaluation conducted in 2006-2007, concluded: 

e 83 per cent of proponents reported that their projects contributed to the economic 
development of their northern community, referring to training that led to employment, 
community capacity building or spin-off benefits from road construction and high speed 
Internet. 

e Of the 19 training participants surveyed, 95 per cent completed their training, and of 
these, 72 per cent secured employment. 

e Key stakeholders indicated that although the NDA responds well to smaller dbveibpatent 
projects, a different mechanism is needed to support projects related to developments in 
natural resource sectors that have large economic potential and the opportunity to partner 
with the private sector. 

e Of the $13,592,115 in funding commitments to date, the largest percentage of the funds 
was applied to economic infrastructure (comprised of the Athabasca Highway 
Improvements and the Broad-Band Internet Project); employment readiness and training; 
and capacity building. The program was constrained from making significant 
investments in innovation and investment attraction due to a lack of project applications 
in these areas and restrictions on funding projects from ‘for-profit’ ventures. 


To ensure Northern Saskatchewan received the full benefit of the committed resources, the NDA 
was extended to March 31, 2008. Consistent with WD’s priorities, during the final year of 
project approvals, the program will focus on strategic investment opportunities with broad 
economic impacts. 


Sub-Activity: Community Economic Adjustment 


The third component of a sound Community Economic Development model is the mitigation of 
negative impacts arising from an economic crisis such as an industry closure, as exemplified by 
the following WD-supported projects that assisted community economic adjustment: 


1. Softwood Industry Community Economic Adjustment Initiative (SICEAL 


In 2003, the federal government introduced the national Softwood Industry Community 
Economic Adjustment Initiative (SICEAI), under the leadership of Industry Canada. The 
program targeted forest-dependent communities across Canada that had suffered permanent job 
losses as a result of tariffs imposed by the US against imported Canadian softwood lumber. In 
British Columbia roughly 5,000 workers found their jobs displaced as sawmills were 
permanently shutdown. 


Under SICEAI, WD approved a total of $50 million for 145 projects in rural British Columbia, 
with the following results: '” 


'? WD delivered SICEAI in British Columbia on behalf of Industry Canada through an Other Government 
Department suspense account. The evaluation report is available at: 

http://www.ic.gc.ca/epic/site/ic 1 nsf/en/h Vh_00142e.html - Audit. 
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More than 2,500 jobs created or maintained; 

Up to $145 million of total investments in local economic diversification; 
322 businesses (including self-employed entrepreneurs) benefited; 

More than 140 communities across British Columbia benefited; 


60 per cent of funding was committed to projects in communities hardest hit by 
softwood tariffs; and 


e Aboriginal groups led on one-third of all projects. 


A national evaluation conducted in 2006 concluded that SICEAI was “‘very successful in helping 
communities diversify their economies, in creating jobs and in increasing communities’ capacity 
for responding to future change and the need for adjustment and diversification.” The delivery 
mechanism was generally effective, involving local consultation and involvement; however, the 
following problems were identified: 
e Delays in implementation due to lack of clarity regarding roles and responsibilities 
between federal departments; 
e Eligibility criteria which excluded some affected communities from participating; and 
e Program implementation that was out of synch with layoffs and, therefore, had 
modest success in helping displaced sawmill workers. 


As a result of “lessons learned” through the delivery of SICEA, WD will be well positioned to 
deliver future community adjustments programs, such as the federal response to Mountain Pine 
Beetle, in an effective and efficient manner. 


2. The Eastside Movement for Business and Economic Renewal (EMBERS) 


In February 2006, WD approved $200,000 in funding for EMBERS to work with local 
organizations to help residents of Vancouver’s Eastside launch their own businesses. 
Incorporated in 2001, EMBERS has a core curriculum made up of five sub-programs that 
provides a continuum of support to micro-businesses. This support consists of workshops and 
coaching for those seeking self-employment as well as for existing enterprises that may be 
struggling or lack specific business expertise. Training may include introductory business skills, 
business plan development, business loan applications, and basic office skills for those who are 
not eligible for training under other government programs. In 2006-2007, the micro-enterprise 
initiative, Build a Business Program, trained over 50 individuals in entrepreneurial development 
and resulted in the development or expansion of over 29 businesses. 
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Program Activity: Infrastructure 


Financial Resources’ ($ thousands) 


Planned Spending Authorities Actual Spending“ 


91,750 | 86,417 


Human Resources (FTEs) 


Planned 


16 sou ang eg alae leone 
During 2006-2007, WD continued to deliver the Infrastructure Canada Program (ICP) in each 
of the four western provinces. The ICP was created in 2000 to enhance infrastructure in Canada's 
urban and rural communities and to improve quality of life through investments that protect the 
environment and support long-term community and economic growth. As of March 31, 2007 
approximately 98 per cent of the total federal funding of $545.6 million had been committed 
towards 1,627 infrastructure projects across the West. While all project approvals were 

completed by June 2005, the program was extended until March 31, 2008 to allow for the 
construction of all projects to be completed. 


WD Infrastructure 


$ Approved By Project Type as of April 11, 2006-07 
Total: $546M 


Source: SIMSI, April 11, 2007 Green 
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Note: Infrastructure is broken down into the Green Infrastructure, Local Transportation, and Other sub-activities. 


"Other" is broken down further into: Infrastructure Supporting Tourism, Affordable Housing, Cultural and 
Recreational Facilities, and Telecommunications. 


'° Planned and actual spending does not include G&C resources administered by WD on behalf of Infrastructure 
Canada (MRIF, CSIF), who reports this amount (approx. $127.6 million in actual spending). 
* Actual spending is lower than planned due to the transfer of contractual commitments to future years. 
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WD also administers the Municipal Rural Infrastructure Fund (MRIEF) in each western 
province on behalf of Infrastructure Canada. MRIF, which primarily targets rural municipalities, 
will help contribute to a better quality of life for western Canadians by enabling communities to 
improve local roads, drinking water systems and other municipal infrastructure. As of March 31 
2007, the status of MRIF in each of the four western provinces was as follows: 

e In Manitoba, 51 projects were approved for approximately $33 million in federal 
funding or 80 per cent of available MRIF funding; 

e In Saskatchewan, 215 projects have been approved for approximately $37 million in 
federal funding or 98 per cent of available funds. In 2007, the federal government 
committed to provide an additional $7.5 million for Cultural and Recreational 
Facilities; 

e In Alberta, 43 projects have been approved for more than $65 million in federal 
funding or approximately 74 per cent of available funding; and . 

e In British Columbia, the first call for projects was completed on January 31, 2007. 
343 applications were received, valued at more than $339 million in federal funding. 
Due diligence on each of these projects is underway and successful projects are 
expected to be announced in the fall of 2007. WD will invest a total of $74.5 million 
in MRIF in British Columbia (including an incremental commitment of $23.5 million 
announced in 2007), which will be matched by both the province and local 
governments. 


> 


In addition, WD administers a number of Canada Strategic Infrastructure Fund (CSIF) 
projects on behalf of Infrastructure Canada, including Regina's Urban Revitalization projects 
(Wascana Lake Deepening and Exhibition Park), Saskatoon's South Downtown Redevelopment, 
Winnipeg's Red River Floodway Expansion and the Vancouver Convention Centre Expansion 
Project. Grants & Contribution funding for MRIF and CSIF is provided through Infrastructure 
Canada's appropriation and details on program results are found in its departmental performance 
report. 


Program Activity Results 


The objective of ICP projects has been to improve and expand sustainable public infrastructure 
that enhances the quality of the environment and allows for long-term economic growth. Since 
the inception of the ICP in 2000, the following benefits have been realized across the West: i 

e Improved water quality for more than 560,000 households and improved wastewater 
systems for more than 116,000 households; 

e Improved solid waste management systems in a number of western Canadian 
communities, resulting in over 41,000 metric tones of solid waste per year being 
diverted from landfills and into recycling or composting facilities; 

e Improved energy efficiency of municipal buildings resulting in a reduction of more 
than 4.3 million kWh/m? in electricity use and 1.8 million BTU/m; in heating fuel use 
per year; 


'S As of March 31, 2007, 72 per cent of approved ICP projects were completed and had reported benefits, 
representing 43 per cent of approved funding. Also, the first three benefits listed arise from the Green Infrastructure 
sub-activity, the fourth benefit arises from the Local Transportation sub-activity, and the final benefit arises from the 
Other Infrastructure sub-activity. 
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e Safer local roads and transportation infrastructure as well as new or improved 
public transportation for more than 280 communities; and _ 

e 228 projects to support increased cultural and recreation facilities, 32 tourism 
infrastructure projects, six rural and remote telecommunications infrastructure 
projects, three affordable housing projects resulting in the construction of 270 new 
units and one project increasing high-speed Internet access for local public 
institutions. 


Sub-Activity: Green Infrastructure 


One of the ICP's priorities is green municipal infrastructure (i.e., projects that improve the 
quality of the environment and contribute to national goals of clean air and clean water). Green 
projects have resulted in improvements to solid waste management and recycling, energy 
efficiency, and especially in water and wastewater systems. Western Canadians recognize the 
value of having reliable sources of potable water, given recent human health concerns related to 
contaminated water sources in North Battleford, Saskatchewan, as well as boil-water 
requirements in communities such as Cochrane, Alberta. Specific examples of ICP projects that 
have enhanced the quality of drinking water in Western Canada include: 


1. Norrish Creek Water Treatment Project 


In British Columbia, WD contributed $3.3 million to the Norrish Creek Water Treatment Project, 
which involved the design and construction of the second stage of a water-treatment plant using 
new water-filtration technology. The plant improvements, which were completed March 31, 
2007, led to 150,000 households in the communities of Mission and Matsqui with improved 
potable water quality. 


2. Kneehill Regional Water Line 


In Alberta, WD contributed $9.5 million to the Kneehill Regional Water Line project. This 
project involved the construction of a 16" water pipeline to supply potable water to Acme, 
Carbon, Linden, Beiseker, Irricana, Kneehill County, Mountainview County and the Municipal 
District of Rocky View. The project, which was completed by December 31, 2005, is expected to 
lead to 1,600 households being connected to municipal water service. | 


3. Water Treatment Plant Upgrade Project - Town of Lanigan 


In Saskatchewan, WD contributed $418,000 to a Water Treatment Plant Upgrade Project, in the 
Town of Lanigan. This involved the installation of a new clarifier, filter, ultraviolet disinfection, 
turbidity monitor, aerator, as well as a new fire pump. The project, which was completed in 


April 2006, led to 600 households with improved potable water quality and improved fire 
protection. 


4. Ritchot Water System Projéct 


In Manitoba, WD contributed $2 million to the Ritchot Water System Project, which addressed 
the “boil water advisories” issued to the communities of Ile-des-Chénes and St. Adolphe in the 
rural municipality of Ritchot. The project involved the construction of a rural water supply 
pipeline, a water distribution system within both communities and associated reservoir and 
pumping facilities. As a result of this project, which was completed in November 2006, 700 
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households received access to municipal water service and potable water output increased by 
232,300 m*/year. 


Sub-Activity: Other Infrastructure 


Under ICP, “Other Infrastructure” includes the following sub-categories: Infrastructure 
Supporting Tourism, Affordable Housing, Cultural and Recreational Facilities, and . 
Telecommunications. Some examples of Cultural and Recreational Facilities supported under 
ICP and their benefits include: 


1. Visitor Information Centre - Town of Golden 


In British Columbia, WD contributed $663,333 to the Town of Golden’s Visitor Information 
Centre. Funding was used to construct a 5,600 sq. ft. facility that includes informational and 
interpretive displays, public washrooms, a fully staffed information centre, a picnic site with 
children’s play area, walking trails and parking space. The project, which was completed March 
31, 2007, will increase tourist visits by 20,000 to 150,000 per year, resulting in a positive 
economic impact of $2 million per year. 


2. The Esplanade Performing Arts Centre - City of Medicine Hat 


In Alberta, WD contributed $1.8 million to the Esplanade Performing Arts Centre in the City of 
Medicine Hat, which occupies half of a new three-story, 110,000 square foot building, completed 
on May 31, 2006. This project created six new permanent jobs and generates 10,000 visits to the 
new centre per year, which contributes an estimated $1.5 million annually to the local economy. 


3. Culture and Recreation Complex Project - Town of Aberdeen 


In Saskatchewan, WD contributed $125,000 to the Culture and Recreation Complex Project in 
the Town of Aberdeen. The multi-purpose centre includes a library, playschool, skating rink, 
four curling sheets, bowling alley, seniors’ hall, offices and classrooms. The facility, which was 
completed in July 2006, is accessible to 5,000 community members and created several 
permanent and part-time jobs. 


4. True North Entertainment Centre (MTS Centre) Project — City of Winnipe 


In Manitoba, WD contributed $12.0 million to the True North Entertainment Centre (MTS 
Centre) Project. This project replaced the old Winnipeg Arena with an entertainment facility 
incorporating the most advanced design and amenity features for the presentation of sports, 
entertainment, performing arts and community events. The Centre, which officially opened in 
November 2004, brings an increase of $13.6 million in economic activity to the City of 
Winnipeg per year and has created 374 permanent jobs. | 


In conclusion, the provision of safe drinking water as well as the support of recreational, cultural, 
and tourism projects through joint federal-provincial municipal infrastructure programming 
contributes to the economic viability of communities in Western Canada and ensures a high 
quality of life. 
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POLICY, ADVOCACY AND COORDINATION 
Strategic Outcome: Policies and programs that support the development of Western Canada. 


WD is developing performance indicators for this Strategic Outcome, which may include: 
e Key informant opinion that WD activities provide policies and programs that support 
the development of western Canada; 
e Dollar value of project funding, including both WD funds and leveraged dollars; 
e Percentage of projects that successfully meet performance targets for the fiscal year. 


Over the next year, the department will establish baseline measures for these or similar indicators 
against which progress may be gauged. 


In order to meet the needs of western Canadians, WD maintains its headquarters and a 
substantial portion of the department’s policy development capacity in Western Canada. WD 
also ensures that the department serves all Canadians by acting as a strong voice for Western 
Canada in policy discussions taking place across the country. WD’s Policy, Advocacy and 
Coordination function includes a range of activities that result in effective strategies, policies and 
programs to address the economic development needs, opportunities and aspirations of Western 
Canada. The department acts as a champion and advocate for federal and intergovernmental 
collaboration to address key impediments to long-term growth and diversification and promote 
coordination in areas of federal or shared federal-provincial jurisdiction, such as labour 
shortages, border access, regulatory harmonization, inter-provincial and intergovernmental trade. 


To achieve this Strategic Outcome, the department undertakes three distinct but interrelated 
program activities: 

1. WD engages in collaboration and coordination activities and projects that bring 
people, communities, ideas and resources together. The department’s efforts 
emphasize partnerships, collaboration and strategic investments to link western 
Canadians’ views with national policies, priorities and programs. While similar to the 
department’s advocacy efforts, WD’s coordination and collaboration activities are 
distinct in that they are more broadly based and less focused on specific issues and 
near-term outcomes. 

2. WD’s collaboration and coordination activities often lead to advocacy work by the 
department that is intended to achieve a specific outcome for Western Canada. WD 
engages federal, provincial, industry and community partners to undertake or to 
influence initiatives that generate benefits for the West. 

3. Research and analysis is often required to understand the regional development 
issues facing Western Canada and to guide the department’s advocacy efforts. This 
in-depth policy and economic research and analysis is undertaken and coordinated in 
collaboration with other public and private stakeholders. In addition to facilitating 
dialogue and increasing the understanding of western Canadian challenges, 
Opportunities and priorities, this research provides the foundation needed to develop 
relevant policies and programs. 
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Policy, Advocacy, and Coordination 
$ Approved by Sub-Activity 2006-2007 


Total: $0.58M 
Source: Infoquest, September 19, 2007 
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Program Activity: Collaboration and Coordination 


Financial Resources ($ thousands) 


Planned Spending Actual Spending 
5,242 5,740 4,645 


Human Resources (FTEs) 


WD takes a leadership and coordinating role both in identifying economic challenges and 
opportunities for the West and in developing a federal response either through the investment of 
its own resources or by collaborating with other appropriate federal departments and agencies. 


Program Activity Results 


With respect to project-based funding, in 2006-2007 WD approved funding for three projects 
totalling $71,699 to enhance the coordination of economic development activities and programs 
in the West. As a result of this funding investment, WD anticipates 16 improvements in 
geographic or target group program coverage and one coordinated service to be offered. 


In addition, coordination and collaboration are core elements of most of WD’s activities. In 


2006-2007, WD continued to work with other federal departments on a number of key issues as 
well as on several ongoing issues. 
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Key Activities 
1. Mountain Pine Beetle (MPB) 


Working with its network partners and community links, WD is keenly aware of the potential 
impacts of the MPB infestation on the Interior Region of British Columbia and neighbouring 
jurisdictions. WD is providing important intelligence to inform the federal response to the MPB 
crisis. As part of the enhanced federal response to the MPB, Natural Resources Canada 
(NRCan) officials sought WD’s involvement based on the department’s experience in delivering 
broad-based community diversification programs in British Columbia (in the softwood lumber 
industry and the salmon fishing sector) as well as the department’s expertise in administering 
large capital infrastructure projects. In collaboration with NRCan and Transport Canada, WD is 
developing a variety of options for supporting community diversification that will mitigate the 
impact of MPB. 


2. Banff Innovation Summit 


WD provided $22,000 in support to The Centre for Innovation Studies (THECIS), the University 
of Calgary and Calgary Technologies Inc. to partner together to host the Banff Innovation 
Summit in September 2006. The Summit brought industry, policy and academic stakeholders, 
who are engaged in economic diversification and innovation, together with a group of 
international experts in innovation policy and strategy. Participants considered how best to turn 
Western Canada into a dynamic, diversified and internationally competitive knowledge-based 
economy, which is supported with policies and strategies that take account of leading-edge ideas 
and local knowledge about how to assess and improve innovation performance. 


The Summit resulted in the creation of a document called The Banff Consensus Report that 
presents twelve principles for integrating Western Canada into a global innovation system. 
(http://www.thecis.ca/). The report provides an accurate representation of innovation in Western 
Canada. The main themes identified in the report are well aligned with WD’s focus on 
technology development and commercialization, specifically in the areas of: 

e Increasing collaboration between industry and government, 

e Creating long-term benefits through value-added production; 

¢ Increasing pan-western and multi-regional activities; and 

e Placing greater emphasis on the development side of research and development. 


The summit findings were brought to a subsequent discussion in Calgary in April 2007 about 
how to create an innovation culture in Calgary. 


3. World Urban Forum (WUF) 


The WUF is an initiative of the United Nations’ Human Settlements Program, which is held 
every two years to discuss the challenges of urbanization. For five days (June 19-23, 2006), 
10,000 participants from more than 100 nations met in Vancouver to discuss, debate and share 
experiences about how to make our cities better places to live. 


WD played a key role in securing WUF 2006 for Canada and chaired the Vancouver Working 
Group, which provided advice to the Government of Canada in preparation for WUF 2006. 
Previously, WD funded 43 WUF-related projects totalling $2.9 million, which focused on 
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capacity building and research in preparation for the 2006 WUF. WD used its booth in the 
Canada Pavilion to showcase WD-WUF related projects and invited proponents to showcase 
examples of successful urban sustainability initiatives. 


On-going Activities 


In addition, WD continued to facilitate a number of ongoing collaborations including: 


i Pacific Northwest Economic Region (PNWER) 


WD works with PNWER, a regional planning and facilitation organization set up in statute by 
the US Pacific Northwest (Alaska, Idaho, Montana, Oregon and Washington) and Western 
Canada (Alberta, British Columbia and Yukon) to promote regional cooperation and enhance the 
region's global competitiveness, while striving to maintain or improve its environment. In May 
2006, WD organized meetings in Ottawa to allow PNWER leaders to meet with a number of 
federal Cabinet ministers. WD’s subsequent work with PNWER and Citizenship and 
Immigration Canada to develop a task force on labour issues in Western Canada is an example of 
the department’s coordination activities that ensure short-term needs are addressed in a timely 
manner. 


2. Regional Teams 


The department also plays active roles in a number of ongoing teams including the Regional 
Trade Teams and Rural Teams. The Regional Trade Teams create a forum where federal and 
provincial departments can coordinate the planning and delivery of services to companies and 
communities. In Manitoba, Saskatchewan and Alberta, the Ministers of Foreign Affairs and 
International Trade, Agriculture and Agri-food Canada, and WD are signatories to 
Memorandum’s of Understanding (MOUs) on cooperation for international business 
development between Canada and the respective province (arrangements in British Columbia are 
not formalized through an MOU). Under the MOUs, the governments agree to work together in 
the delivery of services in six main areas: general information, skills development, exports 
counselling, market entry support, trade finance and support for investment attraction. Regional 
Trade Networks in each province are also guided by the MOU and have taken significant strides 
to share information more strategically, to engage collectively on files of importance and to 
avoid gaps or duplication in the delivery of services and programs. 


WD plays an on-going role on the Regional Rural Teams in Western Canada in facilitating 
dialogue among key players in rural economic development. Increasing value-added production 
in resource and manufacturing sectors and promoting rural diversification are central elements of 
WD’s strategic framework, which are supported through the department’s involvement in the 
Regional Rural Teams. In Manitoba, Alberta and British Columbia, WD co-chairs the Regional 
Rural Team; in Saskatchewan, the federal team chair is the Rural Secretariat. 


3. Regional Federal Councils 


An important element of WD’s work and leadership in the area of Collaboration and 
Coordination is our commitment to the regional Federal Councils. In each western province, the 
WD Assistant Deputy Minister holds the position of Chair or Co-chair of their respective 
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Regional Federal Council, which was established to improve coordination and collaboration 
among all federal departments. The Council helps to reduce the duplication of federal efforts 
and expenditures; improve efficiency; improve the flow of information between departments; 
advance the learning of individual federal employees; and assist each federal department to 
achieve their respective mandates and better serve Canadians. 


Program Activity: Advocacy 


Financial Resources ($ thousands) 


Planned Spending 
2,650 2,670 


Human Resources (FTEs) 


ene een Se 


As part of WD’s mandate to promote the development and diversification of the western 
economy and to advance the interests of Western Canada in national economic policy and 
programs, WD engages federal, provincial, industry and community partners to undertake or to 
influence initiatives that generate benefits for the West. 


Actual Spending” 
Bi202 


Program Activity Results 


With respect to project-based funding, in 2006-2007 WD approved one advocacy project 
totalling $25,653 to improve the understanding and awareness of western issues and increase 
access to and participation in federal programs by the region. As a result of this funding 
investment, WD anticipates 120 companies will be recruited to participate in major Crown 
projects or other procurement opportunities. 


In addition, in 2006-2007 WD focused its advocacy efforts in the following areas that were 
outlined in the department’s Report on Plans and Priorities: 


1. Trade and Investment 


e WD’s advocacy efforts, combined with those of Industry Canada, helped to secure a 
significant proportion of the available Industrial Regional Benefits for western Canadian 
companies from the major Crown procurement of four C-17 Strategic Airlift Aircraft from 
Boeing. Advocacy activity in this area also included organizing a supplier development day 
held in Calgary in October 2006, in collaboration with Boeing, showcasing western Canadian 
security, software and defence companies. WD also organized a tour for ThyssenKrupp 
Marine Systems of 20 companies in the British Columbia lower mainland and Vancouver 
Island in March 2007. The aggregate impact of these events is reported under the Business 
Development and Entrepreneurship program activity. | 


Ng The negative variance between Authorities and Actual Spending of $602,000 is covered by the surplus variance 
against the Research and Analysis program activity 
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WD played a key role in securing $1 billion for Western Canada under the Asia Pacific 
Gateway and Corridor Initiative, in collaboration with Transport Canada and other federal 
departments. As part of this investment, WD obtained $400,000 to conduct research into the 
economic opportunities that may emerge from this initiative. The results of this research are 
reported under the Research and Analysis program activity (for example, see Asia-Pacific 
Foundation of Canada Research, below). WD will also administer funding for the $4 
million Fraser River Port dredging project, which will deepen and widen shipping channels, 
thereby enhancing efficiency and maximizing shipping capacity for the Fraser River Port 
Authority. In the future, WD will report the results of the Fraser River Port project under the 
Business Development and Entrepreneurship program activity. 


WD continues to support the development of the Mid-Continent Corridor. Success stories 
include a Memorandum of Understanding signed between the Composite Innovation Centre 
in Manitoba and the National Composite Institute in Dayton, Ohio that has paved the way for 
international projects. 


2. Public Policy Forum 


Awareness of the public policy impacts and the transformative potential of Alberta’s energy 
economy was raised among senior federal officials through the Public Policy Forum’s first 
Deputy Ministers Outreach event, held in Calgary in October 2006, in collaboration with WD 
and the Privy Council Office. The initiative provided an opportunity for senior federal public 
servants to meet with a broad spectrum of Canadian leaders and stakeholders to build 
networks and contacts in support of finding creative policy and program solutions to address 
the implications and harness the opportunities of Alberta’s resource boom. 


3. R&D and Technology Commercialization 


In 2006-07, WD advocated, together with the Public Health Agency of Canada, Agriculture 
and Agri-Food Canada and the Canadian Food Inspection Agency, for the authority to invest 
additional federal funds in the International Vaccine Centre (InterVac) at the University of 
Saskatchewan. An announcement of the federal intention to invest an additional $25 million 
in the facility was made in January 2007. When open in 2010, the facility will dramatically 
increase the world's capacity in research and development of vaccines. In future years, WD 
will report the results of this investment under the Innovation program activity. 


WD also advocated successfully for the authority to invest $15 million in TEC Edmonton at 
the University of Alberta’s Enterprise Centre, which brings together services for technology 
entrepreneurs from all sectors. WD worked with federal central agencies to secure this 
investment, which was announced in January 2007. In future years, WD will also report the 
results of this investment under the Innovation program activity. 


4. Aboriginal economic development 


WD worked with the Department of Canadian Heritage to incorporate measures to improve 
opportunities for Aboriginal entrepreneurs and suppliers into plans to maximize economic 
benefits from the 2010 Winter Olympic and Paralympic Games in Vancouver-Whistler. 
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e WD worked with Indian and Northern Affairs Canada to obtain policy approval for $15 
million to promote regional economic development and economic infrastructure in the 
communities of Cole Bay, Jans Bay, Beauval and [le-a-la-Crosse, located near the Primrose 
Lake Air Weapons Range. This initiative was announced in January 2007. In future years, 
WD will report the results of this investment under the Community Planning, Development 
and Adjustment program activity. 


WD assesses its advocacy priorities on an ongoing basis and, as needed, will update and refine 
its advocacy strategy to reflect these. 


Provram Activity: Research and Analvysi 


Financial Resources ($ thousands) 


Planned Spending Actual Spending 
4,144 


4,269 2158 
Human Resources (FTEs) 
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Research and analysis activity enhances dialogue around and understanding of western issues, 
challenges, opportunities and priorities. With this enhanced knowledge and understanding, WD 
develops policy that improves the competitiveness of western Canada. 


Program Activity Results 


New Projects Initiated in 2006-2007 


In 2006-2007, WD initiated a number of internal and external research projects. These projects 
were either pan western in nature or focused on issues relevant to individual western provinces. 


With respect to external research, in 2006-2007 WD approved contributions funding for four 
research projects totalling $481,466. As a result of this investment of funding, WD anticipates 

six spokesperson/media references to the reports produced and four opinion editorials based on 
these reports, and that the research will influence seven program or policy decisions. 


~ Examples of specific projects initiated in 2006-2007 include: 


1. Survey on the Export Activities of Western Canadian Enterprises 


WD approved $119,300 to the Western Centre for Economic Research at the University of 
Alberta to undertake a survey of western Canadian small- and medium-sized enterprises (SMEs) 
concerning their export activities. This two-year research and analysis project will result in 
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enhanced understanding of four key issues: perceived barriers to exporting; the marketing 
avenues employed in the export market by western Canadian companies; extent of western SME 
participation in the export supply chain; and the relation of export activity to the growth 
strategies of SMEs. The results of this research will be compiled in a comprehensive report and, 
in addition, research team members will participate in media, government and/or academic 
events to publicize their findings. 


2. Asia Pacific Foundation Research 


WD invested $139,166'’ in the Asia Pacific Foundation of Canada (APF C) to engage 
stakeholders across Canada in research and awareness building regarding economic development 
opportunities in the Asia-Pacific region. The project focused on the diverse commercial 
relationships across Canada that "trigger" the demand for trade, transportation, financial, cultural 
and electronic commerce between Canada and Asia. The study established baseline information 
on economic development opportunities and provided important input in development of 
commercial strategies for capitalizing on the Asia Pacific Gateway. 


Through this project, more than 300 stakeholders from federal and provincial agencies, public 
and non-profit associations, private business and labour groups in Canada (especially western 
Canada) participated in cross-Canada Gateway forums to discuss the implications of the Asia 
Pacific Gateway. More than 500 participants also attended the Asia Pacific Summit in October 
2006. In addition, the project resulted in four research papers and numerous media references. 
Finally, the project developed a unique one-stop online resource on Canada’s Asia Pacific 
Gateway (http://www.asiapacificgateway.net/index.cfm), which brings together the latest 
research, statistics, events, speeches and other useful links into a single resource. In the three 
months of operation since its launch in March 2007, the Gateway web site has received almost 
100,000 visitors who have downloaded approximately 34,000 documents. Overall, Canadians’ 
awareness of Asia’s importance to Canada (based on national opinion poll results) has increased 
from 51 per cent to 70 per cent, which was the level targeted by WD’s project with APFC. 


3. Development of Life Sciences Strategy 


WD invested $38,000 towards the $120,000 AgWest Life Sciences Study to identify strategic 
priorities for the life sciences sector in Saskatchewan. The study, released in May 2007, 
articulates Saskatchewan's comparative advantage in the area of life sciences and identifies 
opportunities for strategic domestic and foreign investments in the province to attract new 
companies to Saskatchewan and build on this comparative advantage. WD, the Province of 
Saskatchewan and Industry Canada jointly funded the project. The Saskatchewan life sciences 
sector is comprised of 57 companies with over 770 employees plus several major research 
facilities. 


'’ This represents the final amount expended; the original amount approved by WD was $220,265. 
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Research Initiated Prior to 2006-2007 


WD has also supported research in previous years that is now providing useful insights into 
Western Canada: 


1. Revisiting Portraits of Small Business Growth and Employment in Western Canada 


“Revisiting Portraits” is the fourth in a series of reports prepared by the University of Alberta’s 
Western Centre for Economic Research. Previous studies underlined the challenges and demands 
of small business. This report quantifies the impact of small business on the western Canadian 
economy, offering a sectoral and provincial breakdown of small business growth, with special 
emphasis on the high tech sector. The composition of the self-employed is also examined in 
terms of gender, age and education achieved. The report has been distributed widely throughout 
Canada to promote greater undertanding of the role of small businesses in western Canada. 


2. Western Canada - Where the Spirit of Innovation Meets a World of Opportunity 


WD developed a promotional brochure based on the 2006 KPMG Competitive Alternatives 
international business cost study that indicated that Canada is among the lowest-cost regions in 
which to do business. The brochure highlights these results and focuses on six economic sectors 
pertinent to the western economy: Aerospace; Agrifood; Biotechnology; Environmental 
Technology; Information and Communications Technologies; and Medical Devices. The 
brochure was produced in collaboration with International Trade Canada, the western provinces 
and Canadian consulates/ trade offices in the U.S. and has also been used to capitalize on the 
trade and investment potential of western Canada’s science and technology capabilities. 


3. Small Business Profile: A Profile of Business in British Columbia 


This publication is prepared annually in collaboration with British Columbia STATS in the 
Ministry of Labour and Citizens’ Services. The publication examines growth trends over the last 
decade to answer some common questions about the role of small business in BC. Key 
information presented include number of businesses, growth in employment, contribution to the 
economy, industry breakdown, impact on regional economies and the role of small business 
exporters. 


4. Saskatchewan Chamber of Commerce 


In 2005-2006, WD provided $108,000 to the Saskatchewan Chamber of Commerce Foundation 
to conduct socio-economic and behavioural research into drivers of the Saskatchewan economy. 
The Action Saskatchewan Report Card was presented to the Action Saskatchewan conference in 
October 2005 and assisted the Chamber in identifying its strategic priorities for the future. Since 
that time, the Chamber has undertaken initiatives in areas such as uranium industry development 
and labour market skills development in order to facilitate discussion and engagement of 
industry in issues of broad provincial interest. 
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Organizational Information 


WD’s Head Office is located in Edmonton, Alberta, co-located with the Regional Office for 
Alberta. Regional offices are located in each of the other western provinces - Winnipeg, 
Saskatoon and Vancouver - with a liaison office in Ottawa. A regional satellite office also exists 
in Calgary. The department’s Deputy Minister is located in Edmonton and Assistant Deputy 
Ministers are located in Vancouver, Edmonton, Saskatoon, Winnipeg and Ottawa. 


In addition to corporate responsibilities, each of the western Assistant Deputy Ministers is 
accountable for the delivery of programs and services in their region, which support the 
department’s strategic outcomes. The Ottawa-based Assistant Deputy Minister and the Director 
General Policy lead the department’s advocacy activities. The department also works closely 
with Industry Canada and other Regional Development Agencies. 


Western Economic Diversification Canada Organization Structure 


Minister 


Deputy Minister 


Assistant Assistant Acatetant Assistant Assistant 
Deputy Deputy Deputy 
Minister Deputy Deputy Minister Minister 
British Minister Minister Manitoba Ottawa 


Columbia Alberta Saskatchewan 


Director Dirscior Director Director 
General General General 


General Corporate Audit, 


Policy Services Evaluation 
Finance & and Ethics 


Programs 


Corporate 


WD’s Executive Committee is composed of the Deputy Minister, five Assistant Deputy 
Ministers, the Director General Corporate Finance and Programs, Director General Corporate 
Services, Director General Policy and the Director Corporate Communications. 
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Table 1: Comparison of Planned to Actual Spending (including Full-time 


Equivalents) 


pone i 

($ thousands ) 2004-05 | 2005-06 Total Actuals 
Actual Actual Estimates | Spending | Authorities 
Entrepreneurship 


58,329 
Planning, Development and 

Adjustment 

86,417*# 
Coordination 

3,272 
2,758 
Total 339,009 


revenue 

received without charge 

Total Departmental 291,071 | 302,487 355,911 336,565 
Spending 


Full-time Equivalents 374 392 


*Note: Spending in this Program Activity area almost doubled in the last fiscal year due to the Alberta and 
Saskatchewan Centennials Initiative. 


** Also note: The reduction in Infrastructure spending of approximately $57 million was due to the decrease in 
Infrastructure Canada Program activity. (The Municipal Rural Infrastructure Fund expenditures are not 
reflected in WD’s public accounts, as this funding is held in an Other Government Suspense Account by 
Infrastructure Canada.) 
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Table 2: Resources by Program Activi 


$ thousands 


2006-2007 


Program 
Activity 


Budgetary Total 


Operating | Capital | Grants | Contributions and | Total: Gross | Total: Net 


Other Transfer Budgetary Budgetary 
Payments Expenditures | Expenditures 


Business Development and Entrepreneurship 


Main 

Estimates 16,833 al 1,645 41,476 59,954 59,954 59,954 
Planned 

Spending 16,490 1,645 41,476 59,611 59,611 59,611 
Total 

Authorities PAIK 32,000 28,569 (LIAS, 77,779 77,779 
Actual 

Spending 14,612 32,000 28,568 75,181 75,181 75,181 


Innovation 


Main 

Estimates 9,150 1,880 42,783 552518 53,813 53,813 

Planned 

Spending 8,964 1,880 42,783 53,627 53,627 

Total 

Authorities 9,333 51,560 60,893 60,893 60,893 
6,768 aioe 51,560 58,329 58,329 58,329 


Community Economic Planning, Development and Adjustment 


30,475 95 7x4 137,483 137,483 
30,475 935751 137 212 37212 LS7.212 


Authorities : jay 15,000 T5309 123,478 123,478 123,478 
Spending sales 15,000 84,488 108,407 108,407 


53,627 


ny 
o = 
=x 
a2, 
> 
oq 


Main 


Estimates 137,483 


Vv 

~~ 

Q 

= 

= 

® 

x 
OD 
i) 
a | 
| 


Total 


a 

i) 

= 

~ 

S 

~~ 
= 
Ww 
— 
= 
No) 


Spending 13,006 


108,407 
Main 
Estimates 2,011 50,000 2 ial 52.011 52,011 
Planned 
Spending 2,001 89,749 91,750 91,750 91,750 
Total 
Authorities 2,147 96,984 99,131 99,131 99,131 
Actual 
Spending 86,417 
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Program 
Activity 


Operating | Capital | Grants 


Collaboration and Coordination 


2006-2007 


Budgetary 


Contributions and 
Other Transfer 
Payments 


Total 


Total: Net 
Budgetary 
Expenditures 


Total: Gross 
Budgetary 
Expenditures 


Main 

Estimates | 5,234 115 5,349 5,349 5,349 
Planned 

Spending S27 Vis 5,242 5,242 5,242 
Total 

Authorities 5,667 73 5,740 5,740 5,740 


Advocacy 


Actual 
Spending AS72 73 4,645 4,645 4,645 


Main 
Estimates 2,588 115 2,703 2,703 2,703 


Planned 

Spending 2,539 
Total 

Authorities 2,670 
Actual 

Spending S202 


Research and Analysis 


Planned 
Spending 3,566 


Main 
Estimates 3,640 


1s) 


Total 

Authorities 3,797 472 
Actual 

Spending 2,286 472 


2,650 2,650 2,650 
2,670 2,670 2,670 
Bop Beaty! Sune 


aS 
N 
[o> 
\o 
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Table 3: Voted and Statutory Items 


2006—2007 
Total 
Authorities 


Truncated Vote 
or Statutory 
Wording 


Operating 47,217 46,173 49,009 41,494 
01 expenditures 
05 contributions 262,798 302,547 320,027 292,591 
Contributions to 
S employee benefit plans 5,516 55516 4,917 4,917 


Main Planned 


Total Actuals* 
Estimates | Spending 


Collection Agency 
Fees 5 
} 


men . ; 
Spending of Proceeds 
from disposal of 
Surplus Crown Assets 0 Z 


*Note: Actual spending is lower than Total Authorities, primarily due to the transfer of contractual commitments 
under the Infrastructure Canada Program and the Alberta / Saskatchewan Centenaries initiative to future years. 


Table 4: Services Received Without Charge 


2006-2007 
($ thousands ) Actual Spending 


Accommodation provided by Public Works and Government Services Canada 219 


Contributions covering the employer’s share of employees’ insurance premiums and 2,343 
expenditures paid by the Treasury Board of Canada Secretariat (excluding revolving funds); 
employer’s contribution to employees’ insured benefits plans and associated expenditures paid 


by the Treasury Board of Canada Secretariat 


Salary and associated expenditures of legal services provided by the Department of 
Justice Canada 


Workers’ Compensation 
Total 2006—2007 Services received without charge | 4,699) 
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Table 5: Sources of Respendable and Non-respendable Revenue 


Respendable Revenue 


2006-2007 
Actual Actual Main Planned 
($ thousands ) 2004—05 2005-06 | Estimates | Revenue | Authorities 
Revenue 


Non-respendable Revenue 


2006-2007 
Actual Actual Main Planned Total Actual 
($ thousands ) 2004—05 2005-06 | Estimates | Revenue | Authorities 
Repayments of Contributions 18,462 6,513 2. 000i teauaetak a0" 4,885 


Adjustment to previous years 
2,664 L953 500 2,119 


payables at year-end : ‘ 
4,245 


Other Revenue aeRO ec eabe NIE) 
seen Por i iC | 
25,371 | __ 8,641 sane 2,700 clea 7,143 


Information Program(ATIP) 
requests* 

*Note: Western Economic Diversification Canada collected $457 in fees associated with the Access to Information 
Program during the fiscal year 2006-2007. 


Total Non-respendable 
Revenue 
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Table 7-B: Policy on Service Standards for External Fees 


For Table 7-B see http://www.tbs-sct.gc.ca/rma/dpr2/06-07/index_e.asp. 


Table 8: Details on Transfer Payment Programs (TPPs) 


During the 2006-2007 fiscal year, Western Economic Diversification managed the following 
transfer payment programs with expenditures in excess of $5 million: 


1. Western Diversification Program; 
2. Community Futures Program; and 
3. Infrastructure Canada Program. 


For further information on the above-mentioned transfer payment programs see http://www.tbs- 


sct.gc.ca/rma/dpr2/06-07/index_e.asp. 


Table 9: Conditional Grants (Foundations 

Western Economic Diversification provided the following conditional grants: 
1. Friends of the Canadian Museum for Human Rights Inc. ($27 million); 
2. Primrose Lake Economic Development Corporation ($15 million); and 


3. Prince Rupert Port Authority ($30 million). 


Further information on these Foundations (conditional grants) can be found at: 
http://www.tbs-sct.gc.ca/rma/dpr2/06-07/index_e.asp. 


Table 10: Financial Statements of Departments and Agencies (including 
Agents of Parliament) | 


For Table 10, see Annex I. 
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Table 11: Response to Parliamentary Committees. and Audits and 


Evaluations 


This section includes the internal audits and program evaluation reports issued by WD. 
Challenges for 2006-2007 


1. Staffing of the Chief Audit Executive 
2. Change in Internal Audit and Evaluation Portfolio to include Values and Ethics 


Internal Audit 


WD audits its programs and operations to ensure that they are in compliance with established 
policies, procedures and government regulations. Audit reports are issued to WD management 
with conclusions on performance and recommendations for improvements. Audits provide 
assurances and conclusions based upon professional standards of evidence, analysis and 
reporting. 


Evaluation and Impact Assessments 


WD also conducts assessments of the relevance, success and cost-effectiveness of its programs 
and initiatives. These evaluation reports provide WD management with relevant, timely and 
objective information to guide decision-making. Evaluation and impact assessment reporting is 
critical to help demonstrate the results achieved from departmental programs and initiatives. 


Response to Parliamentary Committees 


None — There were no recommendations during 2006-2007 from Parliamentary Committees. 


Response to the Auditor General of Canada, including to the Commissioner of the Environment and 
Sustainable Development (CESD) 


Sustainable Development Strategies (SDS) - (Chapter 4): WD made satisfactory progress towards 
meeting SDS commitments. http://www.oag-bvg.gc.ca/domino/reports.nsf/html/c20060904ce.html 


SDS (IV) - Commitment Progress Monitoring Questionnaire — Annual 


External Audits (Note: These refer to other external audits conducted by the Public Service Commission of 
Canada or the Office of the Commissioner of Official Languages.) 


Audit on Services to the Public in Both Official Languages provided by offices in Alberta was done in 
December 2006. The results have not been released yet. 
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Internal Audits or Evaluations 


The following audits and evaluations were completed during 2006-2007. Reports (when finalized, 
approved and translated) are posted on WD’s website: http://www.wd.gc.ca/rpts/audit/default e.as 


Audits completed during 2006-2007: 


e Audit of the Infrastructure Canada Program; 


e Administration of Grants & Contributions Audit (ongoing); 


e Audit of Management of Information. 


Evaluations completed during 2006-2007: 


e Canada-Saskatchewan Northern Development Agreement 


Impact Assessments completed during 2006-2007: 
e Impact Assessment of Aboriginal Projects; 


e Impact Assessment of Life Sciences Projects (WIP). 


Horizontal Evaluations completed during 2006-2007 


e National Evaluation of The Softwood Industry and Community Economic Adjustment Initiative 
(SICEAI), led by Industry Canada; 


e World Urban Forum (WUF) Evaluation, led by Service Canada. 


Consultations: 


e Development of WD’s Corporate Risk Profile. 
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Table 12: Sustainable Development Strategy 


Department 
Points to Address 


1. What are the key 
goals, objectives and/or 
long-term targets of the 
SDS? 


2. How do your key 
goals, objectives and/or 
long-term targets help 
achieve your 
department’s strategic 
outcomes? 


3. What were your 
targets for the reporting 
period? 


4. What is your progress 
to date? 
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Departmental Input 


WD’s fourth sustainable development strategy (SDS IV) defines the department’s 
sustainable development (SD) vision as follows: WD is building a more sustainable 
Western Canada by making strategic investments and providing its employees and 
partners with practical tools to integrate sustainable development into WD’s core 
areas of business. The strategy identifies three strategic outcomes to move towards 
this vision for sustainable development: 


1. Innovation towards sustainable development - WD investments will 
facilitate the development, commercialization, adoption and adaptation of 
new environmental technologies and processes within Western Canada. 


2. Greening of WD operations - WD corporate culture will reflect WD’s 
principles of sustainable development. 
3. External greening - WD will facilitate greater awareness of Government 


of Canada SD concepts and opportunities among WD partners and western 
Canadian business. 


Additional information about key activities, commitments and the performance 
measurement strategy can be found on the department’s website at 
http://www.wd.gc.ca/rpts/strategies/sd/default_e.asp. 


WD’s program activities are concentrated in three distinct but interrelated areas 
leading to the following departmental strategic outcomes: 


1. Entrepreneurship and Innovation; 


2. Community Economic Development; and 


3. Policy, Advocacy and Coordination. 


SDS IV contributes to elements of each departmental strategic outcome; however, 
activities in support of the SD strategic outcome “innovation towards sustainable 
development” are particularly relevant to the department’s activities related to 
Entrepreneurship and Innovation. 


WD's SDS III outlines targets for fiscal years 2004-2005 through 2006-2007. 
Specific annual targets are not identified for each fiscal year. 


In 2006-2007 WD invested approximately $17 million in projects that will 
contribute to the achievement of outcomes as identified in SDS III. The department 
also continued to improve systems to identify and track SD projects. These 
activities have been key to ensuring that officers are able to identify, support and 
report on SD related projects. In addition, WD undertook an assessment of SDS III 
and a case study analysis of projects that supported SD objectives. Specific 
achievements against SDS III targets are posted annually on the department's 
website. For a detailed report on key outcomes from 2006-2007 please refer to the 
annual update at: http://www.wd.gc.ca/rpts/strategies/sd/2003/update e.asp. 


Western Economic Diversification Canada 


Points to Address Departmental Input 


5. What adjustments SDS IV responds to the advice of the Commissioner of the Environment and 

have you made, ifany? =| Sustainable Development (CESD) and the findings of a third-party assessment of 
SDS III. SDS III met 8 out of 10 of CESD’s expectations; in the 2 remaining areas 
(“Goals and objectives” and “linking [of] goals and objectives with targets and 
actions”) weaknesses have been addressed in SDS IV. CESD also recommended 
that WD improve its project tracking methods to facilitate better identification of 
SD projects. WD has addressed this concern by refining the department’s project 
assessment tool. CESD also noted that dollars invested and leveraged are not the 
best SD performance indicators. WD continues to use these measures in SDS IV as 
they are important metrics of the department’s activities in support of SD; however, 
WD is exploring the use of other performance indicators. 


The third party assessment of SDS III recommended changes to address three key 
issues: 


1. the complex structure of SDS III; 
2. the need for clarity about the role of SD within WD; and 
3. the level of management focus on and attention to SD within WD. 


These recommendations reflected many of the general concerns expressed by the 
CESD with regard to government-wide SD strategies. SDS IV responds to these 
concerns and recommendations, in the following ways: 


e It is less complex than SDS III, identifying three SD strategic outcomes 
with clear commitments for each; 


e Itclearly identifies the links between the strategy and the department’s day- 
to-day activities to make the SDS IV more meaningful and relevant to 
department staff; and 


e The action plan developed to support SDS IV also emphasizes strong 
management systems. 


Table 13: Procurement an ontractin 


For Table 13 see http://www.tbs-sct.gc.ca/rma/dpr2/06-07/index_e.asp. 
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Table 14: Client-Centred Service 
WD made the following progress with respect to client-centred service in 2006-2007: 


1. The Canada Business Service Centres achieved an overall client satisfaction rating of 83 
per cent in 2006-2007. 

2. WD will conduct a client satisfaction survey during 2007-2008 and will act upon the 
results. WD is also developing service standards for project funding requests with 
respect to timeliness, access and accuracy. 

3. The results of the 2007-2008 client satisfaction survey will be communicated to clients. 
In addition, once WD establishes service standards for project funding requests, these 
will be posted to the department’s public web site. 


Further information on WD’s client-centred service may be found at 
http://www.tbs-sct.gc.ca/rma/dpr2/06-07/index_e.asp. 


Table 15; Horizontal Initiatives 


During the 2006-2007 fiscal year, Western Economic Diversification was involved in the 
following horizontal initiatives as either the lead or as a partner: 


Lead 


1. Western Economic Partnership Agreements (WEPA) 
Partner 


2. Infrastructure Canada Program — Infrastructure Canada (lead) 
Canada Strategic Infrastructure Fund — Infrastructure Canada (lead) 
Municipal Rural Infrastructure Fund — Infrastructure Canada (lead) 
U.S. Enhanced Representation Initiative (ERI) — Foreign Affairs & 
International Trade Canada (lead) 


Oa 


For further information on WEPA see 

http://www.tbs-sct.gc.ca/rma/dpr2/06-07/index_e.asp. For further information on all the above 
horizontal initiatives, including those in which WD is a partner, see the relevant Program 
Activity area in Section II of the Departmental Performance Report. 


Table 16: Travel Policies 


Western Economic Diversification Canada conforms to all Treasury Board Secretariat travel policy 
parameters. 
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SECTION IV: OTHER ITEMS OF INTEREST 


Other Items of Interest 
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| Official Languages 


Western Economic Diversification Canada (WD) is committed to the objectives of Canada’s 
Official Languages Act (OLA) to enhance the vitality and support the development of the 
English and French linguistic minority communities, and foster the full recognition and use of 
both English and French in Canadian Society 


WD's current Action Plan for the Implementation of Section 41 of the OLA 
(http://www.wd.gc.ca/rpts/strategies/ola/default_e.asp) is a multi-year plan, covering the period 
April 2004 to March 2008. Through a number of formal and informal consultations at regional 
and pan-western levels, including participation in national consultations with the Official 
Language Minority Communities (OLMCs), the academic fields, associations and community 
stakeholder groups, WD has committed to: 

e Build partnerships to address priorities identified by the OLMC; 

e Provide support to Francophone Economic Development Organizations (FEDOs); and 

e Provide support to projects with OLMCs. 


Partnerships 


Interdepartmental Partnership with the Official Languages Communities 
(IPOLC) : 


WD partners with Canadian Heritage (PCH) for the IPOLC. The IPOLC Memorandum of 
Understanding is intended to encourage new partnerships in the Official Language Minority 
Community and seek out projects resulting in long-term sustainable community and economic 
advancements. 


In Manitoba, through WD and PCH funding, the Conseil de développement économique des 
municipalités bilingues du Manitoba (CDEM) has developed a project involving advancing 
economic development in Rural Manitoba; assisting and encouraging youth in the bilingual 
municipalities of Manitoba to develop an entrepreneurial spirit; and building on the International 
trade links already established to fuel entrepreneurial immigration from France and Belgium 
along with investments in the Franco-Manitoban economy, both urban and rural. 


In Port Coquitlam, British Columbia, WD and PCH have contributed to the Maillardville 
Revitalization Project. Aimed at revitalizing the commercial and Francophone heritage district 
of Maillardville in tandem with an Official City Plan review of Maillardville, this project aims to 
fully prepare the Municipality of Coquitlam for 2010 Olympic and Paralympic Winter Games 
economic opportunities, such as tourism and business attraction. 


Government of Canada Action Plan 


Through the Government of Canada Action Plan on Official Languages, WD and Industry 
Canada pool their expertise through an MOU to implement a series of tele-education and tele- 
learning pilot projects and youth internships in the West. The distance learning pilot projects 
serve to expand French course content and on-line applications, while the internships serve to 
establish opportunities for youth to develop skills and labour capacity in their province of 
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residence, as well as to enhance their skills in the minority official language. Under this MOU, 
resources were made available for a five-year period ending March 31, 2008. 


In 2006-2007, WD assisted Francophone organizations across Western Canada in hiring six 
interns for lengths of time ranging from two to twelve months. 


Four major pilot projects in distance tele-education and tele-learning were funded at College 
Educacentre in British Columbia, Campus St. Jean in Alberta, Le Service fransaskois de 
formation aux adultes Inc. in Saskatchewan and the College Universitaire de Saint-Boniface in 
Manitoba. These projects ensure that French speaking people have access to post-secondary 
education in French regardless of where they are located and cover course and program 
development, on-line services, e-services (e.g., career counselling, student loans, resources 
centre), on-line communication tools and training for instructors and staff. 


Francophone Economic Development Organizations (FED 


WD continues to provide operating funding to the four FEDOs in order to ensure a high quality 
range of services to Francophone entrepreneurs and small businesses. This partnership, under 
the broader umbrella of the Western Canada Business Service Network, continues to be 
recognized by the Commissioner of Official Languages as a best practice in identifying and 
meeting the needs of Francophone entrepreneurs and communities across Western Canada. 


Project Funding and Su rt 


WD continues to support projects that address economic development issues of OLMCs in each 
western Canadian region. For example, the Corridor Touristique Francophone de l'Ouest 
(CTEO) is a pan western FEDO initiative that promotes Francophone tourism in Western 
Canada. This project promotes attractions, small- and medium-sized enterprises, and the 
uniqueness of the four western provinces as a tourism destination for Francophones. The targets 
of the CTFO Action Plan for 2005-2007 have been achieved and discussions are ongoing 
regarding the renewal of this initiative, within the context of opportunities arising for the 2010 
Olympic and Paralympic Winter Games. 


Integration of Human Resources Planning within the Business Planning 
Process 


WD’s Manitoba Region was the pilot region for integrating its human resources (HR) plan with 
the regional business plan in 2005-2006 and has built on this experience by implementing a 
succession planning initiative in 2006-2007. All other regions and corporate branches are 
working towards integrating HR and business plans based on lessons learned from Manitoba’s 
experience. WD regions and corporate branches report on progress at mid-year and year-end 
with regard to key deliverables, outputs and outcomes identified in business plans. This same 
reporting process will apply to HR plans. 
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Learning Initiative Results 


WD developed a Learning Strategy in 2006-2007 that has formed the basis of the department’s 
learning plan for 2007-2008. WD also signed a MOU with Canada School of Public Service in 
October 2006 that established an ongoing relationship between WD and the Canada School of 
the Public Service. Through this unique partnership, WD will enhance its ability to meet the 
requirements of the new Learning, Training and Development Policy and to demonstrate 
leadership and “best practices” in the delivery of continuous learning. 


With respect to HR Modernization, the following progress was made in 2006-2007: 

e 23 employees completed orientation training; 

e 96 per cent of WD executives and managers completed authority delegation training 
by the December 31, 2006 deadline and 98 per cent by March 31, 2007; and 

e Employees have been identified and registered on functional specialist training for 
Information Management and Procurement, Material Management, and Real 
Property. 100 per cent of IM training has been completed and 66 per cent of 
Procurement, Material Management and Real Property training has also been 
completed. 


Increasing Accountability and Performance Reporting 


WD has developed a web-based information management system complete with working tools 
for officers handling the full life cycle of Grants and Contributions projects. The system is called 
Project Gateway and has been tailored to WD’s programs through in-house development. 
Project Gateway provides the mechanism for consistent assessment of client proposals, risk 
analysis, the automatic generation of approval forms for sign off by the delegated authority and 
the automatic generation of WD’s standard Contribution Agreement. Though this system WD 
has improved its internal controls, efficiency, transparency and accountability. The resulting 
database of project information is readily available across the department for reference and 
reporting purposes. 


Development of Project Gateway during the last fiscal year has produced a performance- 
reporting module. This section provides the tools to capture project results against performance 
indicators established for each project at the time of assessment. Standard performance 
indicators align with WD’s Program Activity Architecture and the results captured can be readily 
analyzed, compiled and reported. Through this new module WD has demonstrated a 
commitment to accountability through an enhanced focus on project results and a mechanism to 
facilitate informed decision making in the future. 


WD also continues to work with members of the Western Canada Business Service Network to 
strengthen their accountability, clarify performance expectations, and encourage greater 
collaboration among various members to improve services provided to businesses and 
communities. 


Project Officer Training to Improve Due Diligence 


A pan-western team developed and coordinated project development and assessment training in 
each of the four regions. The purpose of the officer training sessions was twofold: 1) to educate, 


Other Items of Interest 9] 


reaffirm and refresh the work of managers and officers related to project development and 
assessment: and 2) to establish and maintain a consistent level of due diligence across the 
department. Planning for the officer training began in June 2005, and training sessions occurred 
in each region throughout the months of April and May 2006; at least one session will be offered 
each year. 


Progress in Implementation of Management Accountability Framework 
MAF 


WD places the advancement of its implementation of the Management Accountability 
Framework (MAF) as a high priority. Building on strengths noted in past MAF Assessments, the 
department continues to address all ten essential elements of the MAF and, within that context, 
has placed particular emphasis on Internal Audit, Evaluation, Values and Ethics. 


The department has created and staffed the position of Director General, Audit, Evaluation and 
Ethics, a position intended to reflect the department’s requirement for greater emphasis on 
accountability, transparency and ethical behaviour. In addition, WD has formed a Management 
Accountability Committee (MAC), a committee of senior departmental officials with a mandate 
to develop and implement a WD management accountability action plan. 


Integrated Risk Management (IRM) 


The IRM Steering Committee is responsible for: ensuring the effectiveness of corporate risk 
management by maintaining organizational focus; introducing senior executive accountabilities; 
supervising the development of risk mitigation strategies for key program and corporate risks; 
and participating in the preparation and execution of business continuity plans. RBAF’s are 
currently in place for all programs with audit and monitoring work driven by the program risk 
assessment. 


In 2006-2007, the IRM Steering Committee successfully implemented a number of initiatives 
including: 

e Completion of a Department Corporate Risk Profile and Strategic Risk Assessment; 

e Introduction of integrated risk management statements in key department documents such 
as the corporate and regional business plans, Report on Plans and Priorities, Departmental 
Performance Report, Operating Framework, Grants & Contributions Framework, and the 
Other Government Departments Framework; 

e Development of WD Business Continuity Plan; and 


e Development of systemic and responsive risk mitigation tools and strategies for key 
program and corporate risks. 
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WESTERN ECONOMIC 
DIVERSIFICATION CANADA 
FINANCIAL STATEMENTS (Unaudited) 


FOR THE YEAR ENDED MARCH 31,2007 


Western Economic Diversification Canada 


Statement of Management Responsibility 


Responsibility for the integrity and objectivity of the accompanying financial statements for the year 
ended March 31, 2007, and all information contained in this report rests with Western Economic 
Diversification Canada (WD) management. These financial statements have been prepared by 
management in accordance with accounting standards issued by the Treasury Board of Canada Secretariat 
which are consistent with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial 
statements. Some of the information in the financial statements is based on management’s best estimates 
and judgement and gives due consideration to materiality. To fulfil its accounting and reporting 
responsibilities, management maintains a set of accounts that provide a centralized record of the 
Department’s financial transactions. Financial information submitted to the Public Accounts of Canada 
and included in the WD’s Departmental Performance Report is consistent with these financial statements. 


Management maintains a system of financial management and internal control designed to provide 
reasonable assurance that financial information is reliable, that assets are safeguarded and that transactions 
are in accordance with the Financial Administration Act are executed in accordance with prescribed 
regulations, within Parliamentary authorities, and are properly recorded to maintain accountability of 
Government funds. Management also seeks to ensure the objectivity and integrity of data in its financial 
statements by careful selection, training and development of qualified staff, by organizational 
arrangements that provide appropriate divisions of responsibility, and by communication programs aimed 
at ensuring that regulations, policies, standards and managerial authorities are understood throughout the 
Department. 


Management is supported by the Departmental Audit and Evaluation Committee. This Committee 
approves the departmental audit and evaluation plan and oversees the internal audit and evaluation 
activities in the Department. It also reviews the results of audits and evaluations as well as management 
responses and action plans developed to address audit or evaluation recommendations. 


The financial statements of Western Economic Diversification Canada have not been audited. 
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Oryssia J. Lennie Jim Saunderson 
Deputy Minister Senior Financial Officer 
Edmonton, Alberta 
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Western Economic Diversification Canada 
Statement of Operations (unaudited) 

For the Year Ended March 31, 2007 

(in thousands of dollars) 


2007 2006 

Transfer Payments 

Policy, Advocacy and Coordination $ 545 596 

Community Economic Development Lid ye 186,402 

Entrepreneurship and Innovation 115,041 85,100 
Total Transfer Payments 292,765 272,098 
Operating Expenses (note 4) 

Policy, Advocacy and Coordination Lt 523 13,363 

Community Economic Development 15,143 17,561 

Entrepreneurship and Innovation 24,320 28,205 
Total Operating Expenses 50,986 59,129 
Total Expenses 343,751 Soi 224 
Revenues (note 5) 

Policy, Advocacy and Coordination - - 

Community Economic Development 729 460 

Entrepreneurship and Innovation 4,047 2,329 
Total Revenues 4,772 2,789 
Net Cost of Operations $ 338,979 328,438 


The accompanying notes form an integral part of these statements. 
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Western Economic Diversification Canada 
Statement of Financial Position (unaudited) 
At March 31, 2007 

(in thousands of dollars) 


2007 2006 
Assets 
Financial Assets 
Receivables 
-Other Government Departments $ 706 48 
-External Parties (note 6) 2281 3,340 
Repayable Contributions (note 7) RISD 11,168 
Total Financial Assets . 12,742 14,556 
Non Financial Assets 
Prepayments (note 8) 10,959 11,245 
Tangible Capital Assets (note 9) 1170 475 
Total Non-Financial Assets 12,129 VienZ0 
Total Assets $ 24,871 26,276 
Liabilities 
Accounts Payable and Accrued Liabilities 
-Other Government Departments $ 1,064 524 
-External Parties (note 10) 99,334 68,021 
Vacation pay and compensatory leave 1,589 eee! 
Employee severance benefits (note 11-b) 6,594 5,874 
Total Liabilities PTS | 79,956 
Equity of Canada (83,710) (49,680) 
Total Liabilities and Equity of Canada $ 24,871 26,276 


Commitments (Note 12) 


The accompanying notes form an integral part of these statements. 
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Western Economic Diversification Canada 
Statement of Equity of Canada (unaudited) 
At March 31, 2007 

(in thousands of dollars) 


2007 2006 
Equity of Canada, beginning of year $ (49,680) (28,834) 
Net cost of operations (338,979) (328,438) 
Current year appropriations used (note 3-b) 339,009 306,649 
Revenue not available for respending (91255) (3,449) 
Change in net position in the Consolidated Revenue Fund 
(note 3-c) (33,504) (87) 
Services provided without charge by other government 
departments (note 13-a) 4,699 4,479 
Equity of Canada, end of year $ (83,710) §$ (49,680) 


The accompanying notes form an integral part of these statements. 
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Western Economic Diversification Canada 
Statement of Cash Flow (unaudited) 

For the Year Ended March 31, 2007 

(in thousands of dollars) 


Operating transactions 

Net cost of operations 

Non-Cash Items: 
Amortization of tangible capital assets 
Loss on disposal of tangible capital assets 
Services provided without charge by other 
government departments (note 13 (a)) 


Variations in Statement of Financial Position: 
Increase (decrease) in receivables 
Increase (decrease) in repayable contributions 
Increase (decrease) in prepayments 
Decrease (increase) in accounts payable and accrued 
liabilities 
Decrease (increase) in vacation pay 
Decrease (increase) in employee severance benefits 
Cash used by operating activities 


Capital investment activities 
Acquisitions of tangible capital assets (Note 9) 
Cash used by capital investment activities 


Financing Activities 
Net Cash Provided by Government of Canada 


2007 


Sires 


(142) 
(13) 


(4,699) 


(401) 
(1,413) 
(286) 


(31,853) 

(52) 

(720) 
299,400 


850 
850 


(300,250) 


The accompanying notes form an integral part of these statements. 


2006 


328,438 


(148) 


(4,479) 


(1,713) 
(8,773) 
(15,533) 


6,198 
(221) 
(892) 

302,877 


236 
236 


(303,113) 
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Western Economic Diversification Canada 


Notes to the Financial Statements (Unaudited) 
For the Year Ended March 31, 2007 


1. Authority and Objectives 


Western Economic Diversification Canada (WD), a department of the Government of Canada operates under 
the authority of the Western Economic Diversification Act of 1988 that works to strengthen Western Canada's 
economy and advance its interests in national economic policy. 


Through the Act, WD is mandated to: 


promote the development and diversification of the western Canadian 
economy; 

e coordinate federal economic activities in the West; and 

e reflect western Canadian interests in the formation of national economic 
policy. 


Working in partnership with provincial and municipal governments, as well as other organizations, WD’s 
programs and initiatives contribute to the Government of Canada’s agenda for building a 21“ Century economy 
in the West. 


WD’s headquarters and Deputy Minister are located in Edmonton, Alberta. In close cooperation with western 
stakeholders, WD’s objective is to more effectively guide federal government policies, regulations and 
resources so that they become more constructive instruments of western economic growth and diversification. 
WD’s efforts are concentrated in three distinct but interrelated areas leading to the following strategic 
outcomes: 


e policies and programs that support the development of Western Canada 
(Policy, Advocacy & Coordination); 


e economically viable communities in Western Canada with a high quality of life 
(Community Economic Development *); and 


e a competitive and expanded business sector in Western Canada and a strengthened western 
Canadian innovation system (Entrepreneurship and Innovation). 


As part of WD’s mandate to co-ordinate federal economic activities in the West, WD implements some 
programs on behalf of other federal departments and agencies. These programs are implemented under 
Memoranda of Understanding where the other federal department provides the authorities and funding from 
Parliament. Related costs are reported in the accounts of other federal departments, they are not reflected as 
expenses in these Financial Statements. 


*Reported in 2005/06 financial statements under the heading of Sustainable Communities. 
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2. Summary of Significant Accounting Policies 


The financial statements have been prepared in accordance with accounting standards issued by the Treasury 
Board of Canada Secretariat which are consistent with Canadian generally accepted accounting principles for 
the public sector. 


Significant accounting policies are as follows: 


(a) Parliamentary appropriations — WD is financed by the Government of Canada through Parliamentary 
appropriations. Appropriations provided to WD do not parallel financial reporting according to 
Canadian generally accepted accounting principles since appropriations are primarily based on cash 
flow requirements. Consequently, items recognized in the Statement of Operations and the Statement of 
Financial Position are not necessarily the same as those provided through appropriations from 
Parliament. Note 3 provides a high-level reconciliation between the two basis of reporting. 


(b) Net Cash Provided by Government — WD operates within the Consolidated Revenue Fund (CRF). The 
Receiver General for Canada administers the CRF. All cash received by WD is deposited to the CRF 
and all cash disbursements made by WD are paid from the CRF. Net cash provided by Government is 
the difference between all cash receipts and all cash disbursements including transactions between 
departments of the federal government. 


(c) Change in net position in the CRF is the difference between the net cash provided by government and 
appropriations used in a year, excluding the amount of non-respendable revenues recorded by WD. It 
results from timing differences between when a transaction affects appropriations and when it is 
processed through the CRF. 


(d) Revenues 


I. Revenues from regulatory fees are recognized in the accounts based on the services provided in 
the year. 
II. Other revenues are accounted for in the period in which the underlying transaction or event 
occurred that gave rise to the revenues. 
> Sources of revenues include: 
= Interest charges on repayment of contributions. 


(e) Expenses are recorded on the accrual basis: 


I. Transfer Payments: 
> Grants are recognized in the year in which the conditions for payment are met. 
> Contributions are recognized in the year in which the recipient has met the 
eligibility criteria or fulfilled the terms of a contractual transfer agreement. 
II. Vacation pay and compensatory leave are expensed as the benefits accrue to employees 
under their respective terms of employment. 
Ill. Services provided without charge by other government departments for accommodation, the 
employer’s contribution to the health and dental insurance plans, workers’ compensation and 
legal services are recorded as operating expenses at their estimated cost. 


(f) Employee future benefits 


I. Pension benefits: Eligible employees participate in the Public Service Pension Plan (The 
Public Service Superannuation Act), a multi-employer plan administered by the Government 
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of Canada. WD’s contributions to the plan are charged to expenses in the year incurred and 
represent the total departmental obligations to the plan. Current legislation does not require 
WD to make contributions for any actuarial deficiencies of the plan. 


II. Severance benefits: Employees are entitled to severance benefits under labour contracts or 
conditions of employment. These benefits are accrued as employees render the services 
necessary to earn them. The obligation relating to the benefits earned by employees is 
calculated using information derived from the results of the actuarially determined liability 
for employee severance benefits for the government as a whole. 


(g) Accounts receivables and advances. These are stated at amounts expected to be ultimately realized; a 
provision is made for receivable where recovery is considered uncertain. 


(h) Loss Support Contributions and Investment Program - are agreements with financial institutions 
whereby the financial institutions authorize and issue loans using their own capital, and WD contributes 
to a loss support contribution, equal to between 10 and 20% of the value of the loans issued. These 
reserves may be used to offset a portion (up to 80%) of net losses on defaulted loans, but may not 
exceed WD’s total contribution. 


(1) Transfer Payments are payments that are made on the basis of an appropriation for which no goods or 
services are directly received (but may require the recipient to provide a report or other information 
subsequent to receiving payments). WD administers two types of transfer payments: 

>» Grants: transfer payments made to an individual or organization that is not subject to 
being accounted for or audited, but for which eligibility and entitlement may be 
verified or the recipient may need to meet pre-conditions. 

> Contributions: conditional transfer payments made to an individual or organization 
for a specified purpose pursuant to a contribution agreement that is subject to being 
accounted for and audited. 


Within the Contributions category, WD is authorized to make both non-repayable and repayable 
contributions. Repayable contributions are contributions whereby the recipient is expected to repay the 
amount advanced. Depending on their nature, they are classified as either unconditionally repayable or 
conditionally repayable and are accounted for differently. Normally, these contributions are provided at 
no interest. 


if Unconditionally repayable contributions are contributions that must be repaid without 
qualification. Due to their concessionary nature, they are recorded on the Statement of 
Financial Position as loans at their estimated present value. A portion of the unamortized 
discount is brought into income each year to reflect the change in the present value of the 
contributions outstanding. Appropriate allowances for uncollectible amounts are also 
established based on an individual appraisal of accounts. Interest revenue on outstanding 
receivables is recognized in the year that they are earned. 


I. Conditionally repayable contributions are contributions that all or part of which becomes 
repayable if conditions specified in the contribution agreement come into effect. 
Accordingly, they are not recorded on the Statement of Financial Position until such time 
as the conditions specified in the agreement are satisfied at which time they are then 
recorded as a receivable and a reduction in transfer payment expenses. Appropriate 
allowances for uncollectible amounts are also established based on an individual appraisal 
of accounts. 


Prior to 1995 repayable contributions were regularly used to assist in the delivery of WD’s 
mandate. Since 1995 they have only been used in limited circumstances. However, these 
repayable contributions will continue to be recorded on the financial statement and will 
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continue to be until they are repaid or all reasonable attempts to collect have been taken 
and the accounts written-off. 


Hl. Non-Repayable contributions are contributions that are not repayable unless default 
conditions in the agreement are exercised. 


(j) Prepayments — WD follows the Treasury Board Transfer Payment Policy, Article 7.6 Cash 
Management Policy: Instalments of Grants and Advance Payments of Contribution, Section 3 — 
advance payments are only provided or limited to the immediate cash requirement based on a monthly 
cash flow forecast from the recipient. Prior to fiscal year 2005-2006 all prepayments were recorded as 
accounts receivables. Effective April 1, 2005, WD changed its accounting policy for recording these 
transactions as expenses. For prepayments, the reporting back by a recipient on the use of funds is an 
administrative requirement and not a determining factor in the recognition of the payment as an 
expense. Only the portion of a prepayment given to a recipient that is intended to cover expenses to be 
incurred in a subsequent fiscal year is recorded as an account receivable. 


(k) Contingent liabilities are potential liabilities, which may become actual liabilities when one or more 
future event(s) occurs or fails to occur. To the extent that the future event is likely to occur or fail to 
occur, and a reasonable estimate of the loss can be made, an estimated liability is accrued and an 
expense recorded. If the likelihood is not determinable or an amount cannot be reasonably estimated, 
the contingent liability is disclosed in the notes to the financial statements. WD has no contingent 
liabilities at this time. 


(1) Tangible capital assets (note 9) — All tangible assets and leasehold improvements having an initial cost 
of $10,000 or more are recorded at their acquisition cost. WD does not capitalize intangibles, works of 
art and historical treasures that have cultural, aesthetic or historical value. 


Amortization of tangible capital assets is done on a straight-line basis over the estimated useful life of 
the asset as follows: 


Asset class Sub-asset class Amortization period 
Machinery and equipment Computer equipment 3 years 
Computer software 3 - 7 years 
Otherequipment 10 years 
Vehicles | 5 years 
Leasehold improvements Term of the lease 


The amortization period for computer software has been modified this fiscal year to reflect a change in 
the accounting treatment for the purchase of “‘off the shelf “software (amortized over 3 years) and in- 
house developed software (amortized up to 7 years). 


(m) Measurement uncertainty — The preparation of these financial statements in accordance with accounting 
standards issued by the Treasury Board of Canada Secretariat which are consistent with Canadian 
generally accepted accounting principles for the public sector requires management to make estimates 
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses reported 
in the financial statements. At the time of preparation of these statements, management believes the 
estimates and assumptions to be reasonable. The most significant items where estimates are used are 
the liability for employee severance benefits, the useful life of tangible capital assets and unamortized 
discount related to unconditionally repayable contributions. Actual results could differ from those 
estimated. Management’s estimates are reviewed periodically and, as adjustments become necessary, 
they are recorded in the financial statements in the year they become known. 
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3. Parliamentary Appropriations 


WD receives most of its funding through annual Parliamentary appropriations. Items recognized in the 
Statement of Operations and the Statement of Financial Position in one year may be funded through 
Parliamentary appropriations in prior, current or future years. Accordingly, WD has different net cost of 
operations for the year on a government-funding basis than on an accrual accounting basis. The differences 
between net cost of operations and appropriations are reconciled in the following tables. 


(a) Reconciliation of net cost of operations to current year appropriations used: 


2007 2006 
( in thousands of dollars ) 


Net cost of operations $ 338,979 328,438 

Adjustments for items affecting net cost of operations but not affecting 

appropriations: 

Add (Less): 
Amortization of tangible capital assets (142) (148) 
Services provided without charge by other government departments - note 
13(a) . (4,699) (4,479) 
Revenue not available for spending ales 3,449 
Refund of prior year expenditures 1,835 1,953 
Loss on transfer of capital assets (13) - 
Decrease (increase) in vacation and compensatory leave (52) (221) 
Decrease (increase) in employee severance benefits (720) (892) 
Other (1,998) (6,154) 

(534) (6,492) 

Adjustments for items not affecting net cost of operations, but affecting 

appropriations: 

Add (less): 
Acquisitions of tangible capital assets 850 236 
Decrease (increase) in prepayments (286) (15.533) 

564 (15,297) 
Current year appropriations used $ 339,009 §$ 306,649 


nn nea 
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(b) Appropriations provided and used: 


2007 2006 
( in thousands of dollars ) 
Vote | - Operations $ 49,009 43,983 
Vote 5 - Transfer Payments 320,027 348,971 
Statutory amounts | 4,924 5,528 
Total Appropriations 373,960 398,482 
less: 

Appropriations available for future years - (2) 
Lapsed / Unused appropriations: - Operating Expenditures incl EBP Gist) (1,083) 
- Transfer Payments (27,436) (90,748) 
(34,951) (91,833) 

Total Appropriations Used | $ 339,009 306,649 


(c) Reconciliation of net cash provided by Government of Canada to current year appropriations 
used: 


2007 2006 
( in thousands of dollars ) 

Net Cash provided by government . $ 300,250 303,113 
Revenue not available for respending S25) 3,449 
Refund of prior years expenditures T8355 1,953 
Change in net position in the Consolidated Revenue Fund: 

Increase (decrease) in accounts receivable 401 Letts 

Increase (decrease) in repayable contributions 1,413 8,773 

Increase (decrease) in accounts payable and accrued liabilities 31,853 (6,198) 

Other adjustments . (1,998) (6,154) 
Total Change in net position 33,504 87 
Current year appropriations used $ 339,009 $ 306,649 
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4. Expenses 
The following table presents details of expenses by category: 


2007 


2006 


(in thousands of dollars) 


Transfer Payments 
Transfer Payments $ 292,76 
Total Transfer Payments 292,76 


Operating Expenses 


5 272,098 
= 272,098 


Salaries 29,003 30,054 
Employee benefits 7,982 8,787 
Professional and special services 5,578 6,345 
Transportation & Communications 3,150 3,435 
Accommodation 219 2,020 
Repairs, utilities, materials and supplies 1,097 605 
Rentals Ti) 827 
Acquisition of machinery and equipment 741 659 
Information 445 868 
Amortization of tangible capital assets 142 148 
Other (36) 170 
Bad Debts (adjustments) (210) S21 
Total Operating Expenses $ 50,986 59,129 


" The adjustment of 210k is attributed to a reduction to the Allowance for Doubtful 
Accounts under repayable contributions. 


5. Revenues 


The following table presents details of revenues by category: 


Compensatory Repayments 

Revenues from Conditionally repayable contributions 

Interest 

Amortization of discount on repayable contributions 

Other 

Total Revenues $ 


2007 2006 
(in thousands of dollars) 


3,114 - 
902 598 
576 1,174 
We) 811 

i 206 

4,772 2,789 
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6. Accounts Receivable — External Parties 


Accrued Interest 

Receivable from the Province of British Columbia 
Non-Repayable Contributions 

Other Receivables 

Employee Advances . 

Gross External Parties Account Receivabl 
Allowance for Doubtful Accounts 


Total External Parties Receivable 


7. Accounts Receivable — Repayable Contributions 


Unconditionally Repayable Contributions 
Unamortized Discount on Unconditionally Repayable Contributions 
Allowance for Doubtful - Repayable Contributions 


Net Unconditionally Repayable Contributions Loans 
Accrued Interest -Unconditionally Repayable Contributions Loans 
Allowance for Doubtful Accounts - Accrued Interest Receivable 


Total Repayable Contributions 


8. Prepayments 


Loss Support Contributions 

Allowance for Losses on Loss Support Contributions 

Net Loss Support Contributions 

Non-Repayable and Conditionally Repayable Contributions 
Total Prepayments 


$ 


$ 


$ 


$ 


$ 


$ 


2007 2006 
(in thousands of dollars) 
468 1,064 
1,851 25201 
1,114 OF. 
3559] 1,108 
5 10 
7029 5,466 
(4,748) (2,126) 
2,281 3,340 
2007 2006 
(in thousands of dollars) 
31,477 38,213 
(985) (1,158) 
(21,092) (26,670) 
9,400 10,385 
7,024 7,343 
(6,669) (6,560) 
9,755 11,168 
2007 2006 


(in thousands of dollars) 


12,590 
(2,636) 
9,954 
1,005 
10,959 


11,178 
(2,428) 
8.750 
2,495 
11,245 


I 
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9. Tangible Capital Assets 
(in thousands of dollars) 


Cost 
Opening balance 
Acquisitions 
Work in Progress 
Disposals 
Adjustments 


Closing balance 
Accumulated amortization 

Opening balance 

Amortization 


Disposals 
Adjustments 


Closing balance 


2007 Net book value 


2006 Net book value 


Amortization expense for the year ending March 31, 2007 is $141,656. 


Machinery & 
Equipment 


$ 1,246 
391 

411 

(34) 

190 


2,204 


(942 ) 
(65 ) 

34 
(190) 


(1,163) 


$ 1,041 


$ 304 


Vehicles 


35 


Amortization expense for fiscal year 2005 - 2006 was $148,022. 


10. Accounts Payable and Accrued Liabilities — External Parties 


Transfer Payments 
Operating 
Accrued Salaries and Wages 


Total Accounts Payable and Accrued Liabilities-External Parties 


2007 


Leasehold 
Improvements 


411 


2006 


(in thousands of dollars) 


98,083 66,196 
514 1,058 

Bl 767 

$ 99,334 68,021 


Total 


1,778 
439 
41] 

(67 ) 
190 


Lae 


(1,303 ) 
(142 ) 
54 
(190 ) 


(1,581) 


1,170 


475 
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11. 


12; 


Pension and Severance Benefits 


(a) Pension benefits: WD’s employees participate in the Public Service Pension Plan, which is 
sponsored and administered by the Government of Canada. Pension benefits accrue up to a 
maximum period of 35 years at a rate of 2 percent per year of pensionable service, times the 
average of the best five consecutive years of earnings. The benefits are integrated with 
Canada/Québec Pension Plans benefits and they are indexed to inflation. 


Both the employees and WD contribute to the cost of the Plan. The 2006-07 expense amounts tc 
$3,624,004, ($4,029,282 in 2005-06), which represents approximately 2.2 times (2.6 in 2005-06) 
the contributions by employees. 


WD’s responsibility with regard to the plan is limited to its contributions. Actuarial surpluses or | 
deficiencies are recognized in the financial statements of the Government of Canada, as the plan’ 
sponsor. 


(b) Severance benefits: WD provides severance benefits to its employees based on eligibility, years | 
of service and final salary. These severance benefits are not pre-funded. Benefits will be paid 
from future appropriations. Information about the severance benefits, measured as at March 31,1 


as follows: 
2007 2006 

(in thousands of dollars) ! 
Accrued benefit obligation, beginning of year $ 5,874 4,982 | 
Expense for the year ; 1,405 1,413 
Benefits paid during the year to Mar 31 (685) (521) 
Accrued Benefit Obligations, end of year $ 6,594 5,874 

Commitments 


The nature of the WD’s activities can result in some large multi-year contracts and obligations, 
whereby WD will be obligated to make future payments when the conditions under the agreement are . 
met. Significant commitments that can be reasonably estimated are summarized as follows: | 


2008 2009 20)4iael ube eae 
thereafter 
Transfer Payment (in thousands of dollars) 
Infrastructure Canada 47,889 - - - | 
Alberta & Saskatchewan Centenaries 42,615 - - = 
Rick Hansen Foundation 21353 2133 ZH35 - | 
Core Programming 98,843 66,93 1 62,390 13,879 | 


———LLKLKL——LS 


Total Estimated Future Commitments $ 191,480 69,064 64,525 13,879 
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13. Related party transactions 


WD is related as a result of common ownership to all Government of Canada departments, agencies and 

Crown corporations. WD enters into transactions with these entities in the normal course of business and 
on normal trade terms. Also, during the year, WD received services, which were obtained without charge 
from other Government departments as presented in part (a). 


(a) Services provided without charge: 


During the 2006-07 fiscal year, WD received without charge from other departments, 
accommodation services, legal fees, workers’ compensation and the employer’s contribution to the 
health and dental insurance plans. These services without charge have been recognized in WD’s 
Statement of Operations as follows: 


2007 2006 
(in thousands of dollars) 


Services provided without charge 


Accommodation S428 59 2,020 
Employer's contribution to the health insurance plan and 

employee benefits plans 2,343 2,400 
Legal Services 8 9 
Worker's compensation 29 50 
Total services provided without charge $ 4,699 4,479 


The government has structured some of its administrative activities for efficiency and cost- 
effectiveness purposes so that one department performs these on behalf of all without charge. The 
costs of these services, which include payroll and cheque issuance services provided by Public 
Works and Government Services Canada, are not included as an expense in the WD’s Statement 
of Operations. 


(b) Administration of programs on behalf of other government departments. 


Part of WD’s mandate is to coordinate federal economic activities in the West. In this regard, WD 
implements programs on behalf of other federal departments and agencies. The following is a list of 
programs valued at greater than one million dollars in federal contributions administered by WD over 
the last two fiscal years. These expenses are reflected in the financial statements of the other 
government departments and not those of WD. 


2007 2006 
(in thousands of dollars) 
Urban Aboriginal Strategy (UAS) - Indian and Northern Affairs 9,646 10,471 
Canada Strategic Infrastructure Fund - Infrastructure Canada 111,401 18,656 
Municipal Rural Infrastructure Fund - Infrastructure Canada 16,197 6,632 
TOTAL $ 137,244 35,759 


Page 17 of 18 


14. Comparative Information 


Comparative figures have been reclassified to conform to the current year's presentation. 


TT — — 
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